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Then oifer immediately for the $ lljOOOjOOO, and say- 
that Treasury Notes will be issued after the 30 days required 
shall expire. Meantime let systematic and thorough appeal 
be made throughout the Union States, and subscriptions 
taken up in every town by Post Masters, or other officials, 
for Treasury Notes $50 and upwards. Let newspapers explain 
and commend the security. — At the end of 30 days this 
should be completed. — Pay out for public dues and contracts 
all those not taken. — ^These Notes will at once begin to flow 
to New York for sale. — ^It is important that that market be 
free to take them, and not overstocked by other issues, so 
that they may have currency. 

New York Banks should take the Stock ($ 9,000,000) at 
rates which will admit their re-selling it without loss. They 
thus become distributors of Government securities as hither- 
to, and should be kept as a resource for emergencies and 
new loans, and also to prevent depreciation of Treasury 
Notes coming to this market. Should they fill up with 
Treasury Notes at first, the Secretary has no resource here- 
after. 

Bank officers (being Trustees) have no power or right to 
take Government Loans or Stock at rates materially above 
the market. All such excess would be an unauthorised use 
of power. 
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It is believed that the energetic action of the XJ. S. 
Government to sustain itself in this crisis will give renewed 
credit to the Stock and Notes here, now — and in Europe 
hereafter — and that any amount so spent would enhance their 
value. 

The moral effect of a large amount of bids for Stock at a 
price of 86 to 90 (equal to about 7 per cent for a 20 years 
loan) would be much better than a small amount bid for 6 
per cent. Treasury Notes — ^There will be little or nothing bid 
for the 14 million loan at par ^ under present proposal. 
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New York, May 7th, 1861. 

Hon. S. p. CHASE, 

Secretary of the Treasury. 
Dear Sir: 

It affords me great pleasure to acknowledge yours of the 
29th March last, in reply to mine of the 27th March, and to 
assure you that the Treasury Department in your hands 
possesses the confidence and respect of the whole country. 
When recently called upon to address my fellow citizens 
engaged in financial and commercial pursuits, it was a source 
of gratification to me to be able to speak in defence of the 
government, and in vindication of the course which the 
President has pursued. 

In undertaking to defend the government against the 
attacks of a rebellious mob, the President has aroused the 
dormant energies of a great and powerful people. He has 
also triumphantly vindicated the Kepulilic before the world 
from the aspersions, the scorn, and the contempt which 
were beginning to be heaped upon us, for that reprehensible 
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indifference to, or cc^ ilicity with treason, which had crept 
into nearly all dcjmrriuents of government under previous 
administratious. That we have indeed a government, that 
we are a nation, and a powerful people, are facts which the 
administration of Mr. Lincoln has established before the 
eyes of all nations. 

It is my earnest prayer that we may be enabled to conduct 
the war to a successful and a speedy issue. To do this with 
the least possible sacrifice of life and treasure, government 
has evidently determined, and wisely so, to strike rapidly 
and with great power. That mode is suggested by solicitude 
for the economy of life and money, while a short war will 
avert the dangers to our liberties which would follow a 
prolonged employment of a large military force accustomed 
to no other means of earning a livelihood. 

All the great interests of the country must suffer by the 
war, but it is gratifying to see so many evidences in the 
course which government is pursuing that these interests are 
being duly considered and cared for: by non-inteference 
with the institution of slavery in the States through which 
the army marches, servile insurrection can be avoided or 
suppressed, the union sentiment of the people aroused and 
strengthened, and the production of Cotton continue to a 
suflBlcient extent to avert serious disaster to those great 
European nations whose domestic industry or social order is 
so dependent upon tliat commodity ; and if in the blockade 
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of ports of rebellious States it may be deemed advisable to 
stop exports of Cotton by Sea, yet it will no doubt be the 
policy of government to permit exports of that material by 
way of the ports of the loyal States, with free internal trade 
in articles not contraband of war. 

In relation to government loans hereafter to be negotiated, 
permit me to suggest for your consideration, and the action 
of Congress, whether the interests of the whole country, as 
well as the convenience of the goveniment, would not be 
promoted by accepting bids at fair market price, a sealed bid 
to be made by yourself in every case at that price, in 
presence of witnesses, no other bid to be accepted at a price 
below that named in your sealed bid. This custom is 
frequently adopted by the great European governments to 
prevent dissatisfaction among bidders as well as to preserve 
the nation from combinations aiming at a depreciation of 
government securities. One argument in favor of negotiat- 
ing loans at the market price — where strategy in war may 
not call for efforts to raise money temporarily by short loans 
or private negotiation — is this : competition is in that way 
aroused among capitalists ; they bid against each other, and 
although the love of gain is excited to an enormous degree, 
yet the fact that large offers of capital are thus secured 
demonstrates to the enemy the power of government to 
borrow in excess of its wants. Again, in our own case, 

^ -Jf -Jf ^ ^ * "H- 
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it might be very desirable to tempt European Capitalists to 
purchase a part of our national Stocks, and thereby avert 
the possible suspension of specie payments by the Banks in 
the Northern States, a calamity which might flow from an 
attempt on their part to carry the government loans in six 
per cent Treasury Notes at par, as contemplated by the 
unfortunate act of Congress governing the loan which you 
are now advertising, these notes being unsalable in Europe. 
War involves the actual destruction of Capital, and a 
government entering upon an exhaustive war without so 
negotiating its loans as to procure the aid of foreign Capital, 
or without possessing a powerful monetary system able to 
accomplish that object through the exchanges, runs the risk 
of a suspension of specie payment by the Banks within its 
jurisdiction, the loss of the metallic money, and the deprecia- 
tion of its paper currency. 

I have found in the efforts which I have been making, 
with other citizens, to secure the taking of this loan, now 
advertised, that six per cent. Treasury Notes would not 
bring par at this time. Money is worth more both here and 
in Europe. Private Capitalists are offered better interest 
on undoubted securities: and in the money markets of the 
World, which are all governed by the same law of supply 
and demand, governments are considered in the same light 
as individuals. Hence it would seem very desirable when 
Congress meets that you should obtain discretionary power, 
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with a proviso authorising you to make an oflBcial minimum 
bid, similar to the power conferred upon you by the act of 
8th Feb'y last, in relation to the twenty-five million loan ; 
and it seems to me that the government would be greatly 
aided in borrowing if Congress would advance the rate of 
interest on the loans to seven per cent, that being the rate 
usually current in this commercial metropolis, and is, or was, 
recently, the rate in London and Paris. Another argument 
in favor of negotiating loans at market price is found in the 
incentive which a slight discount gives to savings by the 
people — a prospect of gain stimulates the desire to accumu- 
late. 

Banks are only dealers in money, and their power of 
making loans is limited by the condition of the money 
markets of the world: they require quick returns of ready 
money, to meet current demands ; and while they have the 
opportunity of dealing in government securities, as agents 
between the government and the people, they can dispose of 
any amount of loans which this or other countries will absorb, 
but to load them with loans which they cannot dispose of, 
would force their specie from them, turn the exchanges 
against the country, cause a suspension of specie payments, 
and inaugurate a depreciated paper currency with all its 
attendent calamities. 

Considering the unfortunate proceedings of the late 
Congress, and the evils entailed upon Mr. Lincoln's admin- 
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istration by the treason under his predecessors, we have great 
cause to rejoice that the embarrassments which surround the 
Treasury Department are not of a more serious character. 

It would probably be best to issue the nine million re- 
maining from the twenty-five million loan of 8th Feb'y, 
1861, and sell it at the market price, which will give you 
ready means until the meeting of Congress ; if the six per 
cent. Treasury notes for the fourteen millions now advertised 
are not taken at par, there will be no difficulty I apprehend 
in disposmg of them, * ♦ * * but permit 
me to suggest that it would be advisable to have the 
required ten days notice given promptly, so as to get offers 
£Dr the nine millions at market price before the expiration 
of the thirty days of grace required in the case of the loan 
now advertised. 

Since writing the foregoing^ I have had submitted to me 
a manuscript copy of a letter, dated Washington, 2d May, 
1861, from Messrs. Howe, Foster & Wilson, to the Boston 
Bf^ikers and Capitalists, Messrs. Hooper, Haven & Gray, 
urging die taking of the- loan of fourteen millions now adver- 
tised in Stock 9i par by New York, Massachusetts and 
Philadelphia; but in what I have written you will readily 
see that this is impossible : for however ready Capitalists 
may be from patriotism, and loyalty to the administration, 
to make donations of money out of their private purses, 
when it comes to a simple business transaction like this, in a 
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Stock that is to be bought to sell again in this and other 
markets, the idea of having Capitalists take it at a loss of 
abont one million four hundred thousand dollars would 
argue that a terrible despondency existed in the Cabinet 
which required to be hid &om the enemy by a demonstration 
of this character. As well expect supplies for the army to 
be furnished at ten per c^it. below the market prices at a 
time like this, when the credit and the strength of the nation 
are undoubted. 

If the coimtry were reaUy irinldng, it would be a very 
different state of affairs — then all men would and might be 
compelled to sacrifice every thing for the country. 

The distinguished gentlemen who wrote that letter did 
not I apprehend consider the fact that Banks are only 
mediums of the exchanges, not reservoirs of the Capital of a 
country. Load them down, as already observed, by per- 
manent investments, so that they cannot aid the ordinary 
commerce and trade of the country, and they must suspend 
specie payments : and then, if the Banks and government 
were to issue an unlimited paper currency, as in the revolu* 
lutionary war, the credit of the nation abroad would be 
gone, and the increased prices of commodities by the in- 
crease of the paper money would add immeasurably larger 
amounts to the expenses of the war and the national debt, 
than any possible loss which may be entailed under a 
maintenance of specie payments by selliug the Stocks at 
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market prices. — ^Besides all this, by maintainiDg a specie 
basis we can distribute the economical burthen of the war 
among all other nations in proportion to the extent of their 
economical relations to us. 

I have already ascertained by replies to the circular of 
the Committee of the Chamber of Commerce, of which 
Committee I am a member, that not more than eight 
hundred thousand dollars of United States securities are 
wanted outside of New York and Boston — ^e- * * 
Boston, we understand, will probably take about three 
millions of Treasury notes or Stock; so it is evident that we 
shall have to depend to some extent upon getting up a spirit 
of competition for the Stock at a discount in this country, 
and in Europe; and the true and the courageous policy of 
government is a bold showing of its hand in the market on 
the principles of dealing established and recognised by the 
dealers in money all over the world. This course will com- 
mand confidence and capital, and respect and sympathy; 
at the same time it should be well understood, and loudly 
proclaimed, that a revenice tariff equal to the exigency of 
the times, shall be kept up and enforced, and that if it should 
be deemed advisable as a matter of foreign and domestic 
policy, to reduce the tariff in some cases, or to keep tea, coffee 
&c., on the free list, there will be no hesitation in resorting 
to a small direct tax to maintain the credit of the country. 
It would be premature to advise government to declare in 
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favor of Free Trade and direct taxation, at this time: still I 
would advise the adoption of a small direct tax during the 
war, say a tenth of one per cent, on the assessed value of 
real estate, just as soon as Congress meets; and if it could 
be accomplished, the collection of this tax by the States 
with their own, or through their own agents, to be employed 
by the General Government for that purpose, would greatly 
facilitate the collection. Very great confidence would be 
created by such a tax. 

Very Respectfully, 

Your Obed't. Servant, 

(signed) JAMES GALLATIN. 
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New York, March 1th, 1862. 

Hon. David Wilmot, 

United States Senator: 

Dear Sir — Since I had the honor to address you, 
on the 21st January last, relative to the financial 
measures pending before Congress, the Treasury Note 
and Loan Bill has passed, and the Tax Bill been 
matured, while several brilliant victories achieved 
by the prowess and valor of the Army and the Navy, 
have demonstrated the vitality of that inestimable 
Union, which constitutes us one people, and which 
a few insane conspirators sought to destroy. 

Although the discussion on the Note and Loan 
Bill has been protracted and exciting, it has resulted 
in much good. There have been added checks upon 
the tendency to overissue, with provisions for fund, 
ing; also, the power has been conferred upon the 
Secretary of the Treasury to issue Certificates at 



short date bearing interest, and the interest in all 
cases is to be paid in coin. These will go far to 
mitigate the evils incident to so great an issue of 
paper, if followed up by tiie proposed system of 
adequate internal taxation. While I do not believe 
that the making of paper a legal tender was one of 
the powers intended to be incorporated in the Con- 
stitution, by the Convention which framed that ven- 
erated instrument, now that Congress, no doubt, 
from the purest and best motives, has assumed the 
power, with the approval of the Executive, it would 
seem very desirable to so regulate this paper issue, 
and to fortify it with such a thorough revenue, that 
there can be no temptation in the future to increase 
the volume of the Legal-Tender Notes, beyond the 
sum of one hundred and fifty millions of dollars named 
in the act. Necessity — imperative, and apparently 
overwhelming, was the chief reason alleged for this 
resort to paper money, but it was all along foreseen 
that such a measure, if not in contemplation, would 
be brought forward, from the moment the Secretary 
of the Treasury refused to avail himself of the law 
of the Extra Session, permitting him to draw direct 
upon the Banks for the proceeds of the loans, and 
when he insisted upon issuing the Demand Notes, 
having thus compelled the Banks to suspend specie 
payment. And it is not impossible that a combina- 



tioa of circumstances may recur, should the Tax Bill 
fail, or other untoward events occur, to induce Con- 
gress to suppose that ** imperative necessity '^ again 
requires the increase of the issues of Legal-Tender 
Notes. 

In view of such a contingency, permit me, most 
earnestly and respectfully, to ask your attention to 
some facts and observations, which I trust, you will 
deem worthy of earnest consideration. ** The great 
transferring power of modern commerce is credit — 
promises to pay." ** Credit is the circulating me- 
dium." The fundamental error of Mr. Chase con- 
sisted in his believing that Banks discount bills (and 
could purchase Government Stocks) with actual 
cash; this they never do. They always do this by 
means of ** promises to pay," by placing the pro- 
ceeds of the bills discounted to the credit of the 
dealer, to be drawn against by his checks, which 
supersedes the drawing of coin; and thus a very 
large business is settled, and no coin at all passes. 
The number of these ** promises to pay" that^a 
Bank may create, depends very much on the de- 
mand that may actually be made upon it, to pay 
them in coin. The drafts of the Treasury on the 
Banks, for the proceeds of the Stock sold to these 
institutions, would have performed all the functions 
of coin; they would probably have passed through 



6 



one hundred hands, before they would have been 
presented to the Banks, and then probably would 
have been placed by a dealer in the Bank (drawn 
upon) to his credit, or been used as an exchange of 
credit with another Bank, without a dollar of coin 
being demanded. To suppose that large amounts of 
coin could be taken from the Banks by the Assistant 
Treasurers, in order to meet the drafts of the Govern- 
ment, when the Banks were lending to the Govern- 
ment their credit, without causing a general suspen- 
sion of specie payments, was a most egregious fallacy. 
** There are laws of nature in the industrial world, 
as well as in the moral and physical world; and a 
systematic attempt to violate them terminates in dis- 
aster as surely and as certainly as a systematic dis- 
regard of the laws of nature in the physical world." 
Banks by means of their credit create capital; 
that is to say, that as long as they can circulate 
their ** promises to pay '' either by bank-notes, or 
by checks drawn upon them, and these are accepted 
by the public at large, as if they were actual coin — 
just so much as these promises to pay exceed the 
quantity of coin actually in the vaults of the Banks, 
they are, to all intents and purposes, an addition to 
existing capital. I have no hesitation in asserting 
that no man, who does not know that credit is equal- 
ly a circulating power with real capital, can have a 



true idea of monetary science; for the property of 
goods passes to the buyer equally, whether the opera- 
tion of payment be made in actual coin, or by credit 
promises to pay; and as the object and function of 
capital are to circulate commodities, it follows that 
whatever power also equally circulates commodities, 
is equivalent to capital; which is one of the most 
remarkable systems devised by human ingenuity. 
It must be always borne in mind, that in monetary 
science, all depends upon an accurate knowledge of 
the details of busmess. 

Banking is the most potent engine for the in- 
crease of the moving power of any given quantity 
of actual capital that can be devised, consistently 
with keeping up the value of the currency at its 
level with coin ; and it is this multiplying power of 
capital in which consists its, principal danger, by 
making too rapid an expansion of its credits ; and 
by this abuse there is no department of trade which 
can produce more fatal consequences to the public, 
and which consequently is more properly the sub- 
ject of severe regulation by law. We seem now to 
be approaching one of those periods of an expan- 
sion of credit; or, to speak more positively, the legal- 
tender notes will constitute the basis of an expan- 
sion of credit, which should attract the attention of 
statesmen, legislators, and economists ; for as these 
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notes will take the place of, and perform the func- 
tions of specie, and as they are to be about three 
times the amount of the specie usually employed for 
banking purposes in the loyal States, they will tend 
to promote an expansion of credits of unusual mag- 
nitude. Permit me here to refer to what took place 
in England during her great wars, within the memo- 
ry of men yet Uving. The Bank of England note 
never was, in so many words, made a legal tender; 
this was avoided, as far as possible ; it was never, 
according to the letter of the law* to be * * a legal 
tender." But every person who offered these notes 
in payment of any debt was protected from arrest^ 
and the creditor was left to get better payment, if 
he insisted upon it, by an action at law. 

The Bank itself, however, was protected from any 
suit for non-payment of its notes ; and if any person 
lodged gold or silver in bank, (specially, even,) only 
three-fourths of the cash lodged was permitted to be 
repaid. Hence, though Bank of England paper was 
not in law a legal tender, it virtually became so. 
In consequence of the improvements in machinery, 
which enabled the people of England to manufac- 
ture goods cheaper than could be done elsewhere, 
and their having preserved the mastery of the sea, 
during the long contest in which they were engaged, 
the whole Continent of Europe, during the entire 



war, was, by means of neutral flags, supplied with 
colonial and manufactured articles, through Eng- 
land and her colonies. As fast as the depreciating 
paper sent the precious metals out of the country, 
the state of the exchanges, always in favor of Eng- 
land, sent them back again. 

At times, most of the coin was melted down, sold 
in bars, and exported, although there were penal- 
ties against this ; as there were also penalties by 
law against persons who sold the coin of the realm 
for more than its nominal value ; and a Jewess of 
the name of De Tonge was tried for this offence, 
altliough it was known that the Government, to pay 
their troops abroad, secretly bought guineas at 27 
shiUings each. But, as the balance of trade was 
usually in favor of England, from causes already 
mentioned, and consequently gold and silver were 
perpetually sent from the Continent, and elsewhere ; 
nevertheless", the prices of gold and silver could not 
be kept down low enough to save the coin, which, 
with the exception of a few plain shillings, totally 
disappeared, whilst worthless tokens coined by the 
Bank, as well as private persons, were used as 
change. Light guineas, which could be openly sold, 
were worth more than those of full weight — five 
pounds in paper being given for three and a half of 
them, at different periods. Dollars worth four and 
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sixpence were passed for five and sixpence, in order 
to keep them in circulation. 

When taxes were low, one-fifth of the quarter of 
wheat was only fair wages for an able-bodied man. 
Thus, as far back as 1742, the price of wheat per 
quarter being 29 shillings and sixpence to 30 shil- 
lings, the week's wages of the rural laborer was at 
least six shillings. In 1790, wheat was at 53 shil- 
lings the quarter ; but wages, instead of being 10 
shillings and sixpence, were only eight shiUings a 
week. In 1801, wheat reached the enormous nom- 
inal price of one hundred and fifteen shillings the 
quarter; yet wages, instead of reaching 23^ shillings, 
only averaged 10 shillings per week. In 1812, 
wheat touched the extraordinary price of 122 shil- 
lings and eightpence the quarter ; wages, instead of 
rising to 24 shillings and sixpence, only averaged 11 
shillings per week, and as wheat fell, they fell with 
it. 

In 1826, wheat fell to fifty-eight shillings, and 
wages went down to nine. The most direct proof, 
however, of the real efiect upon the working-man of 
the rise of all commodities caused by the augment- 
ing issues of fictitious money is to be found in the 
following comparative statement : 
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Butchers' meat, 8 !bs., 
Bread, 4 quartern loaves, 
Butter, IJ lbs., - 
Potatoes, 6 lbs.. 
Sugar, IJ lbs., - 
Tea, 2 ounces, 
Beer, t pots. 
Coal, 1 bushel. 
Candles, 1 lb., - 
Rent per week. 
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So much for the ** prosperity '' of a people under 
a constant outpouring of fictitious money ! Whilst 
everything else was enhanced nominally in price, 
with the falling value of the inconvertible paper 
money, the wages of labor lagged behind; and when 
the necessity for a rise was generally felt, seen, and 
acknowledged, that rise, when accomplished, was 
not commensurate with the advance in prices. 

The '* Bullion Committee " reported in 1811 to 
Parliament, and established the fact that it was not 
gold that had risen, as was pretended, but bank- 
notes which had fallen in value. This they did by 
the production of witnesses, who proved that there 
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had been no alteration upwards in the value of gold 
on the Continent or anywhere else ; and they showed 
that the coin had disappeared because it was worth 
more, when melted, than when circulating as coin- 
age in company with the depreciated and degraded 
paper currency; and this depreciation was owing to 
the enormous issues of the Bank of England and of 
the country banks, whose issues were predicated on 
the issues of the Bank of England, and they recom- 
mended that these issues should in a great measure 
be withdrawn, and the Bank of England be com- 
pelled to resume cash payments in the space of two 
years. 

The circulation of the Bank of England from 55 
millions of dollars, which it was in 1797, had grown 
to 105 millions of dollars; and the circulation of the 
country banks, fully seven hundred in number, 
exceeded a good deal that of the Bank of England. 
In the mean time the depreciation of the bank-notes, 
as the quantities in circulation were augmented year 
after year, went on producing all the appearances 
that attend such a state of the currency; an en- 
hancement in the prices of everything, and an ever- 
craving, never-satisfied itch of speculation and gam- 
bling, in the place of wholesome and natural trade. 
At length, however, men began to ask what might 
be the end of all this. In September, 1810, a loan 
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of 14 ra. (70 m. of dollars) was taken by Baring & 
Co., and Goldsmith & Co., and suddenly fell to a 
discount upon the ** omnium" or scrip of six per 
cent.; this loss was more than Goldsmith could 
stand, as his ** scrip " was mostly unsold; he retired 
in a state of despair to a water-closet, and there 
shot himself. In the following year (1811) Lord 
King issued a notice to his tenants declaring that in 
consequence of the depreciated state of the paper 
circulation, he could no longer accept of bank-notes 
in payment; that he was willing to receive payment 
in either of three ways, as might suit their conven- 
ience. 1st. By payment in guineas; 2d. By pay- 
ment in Portugal gold, equal in weight to the guin- 
eas; 3d. Or by a payment in bank-notes of such a 
sum as would, at the then market price of gold bul- 
lion, purchase gold enough to equalize this with the 
two former payments. Had this been permitted to 
have been carried into execution, it would have es- 
tablished two prices for all commodities — a paper 
price and gold and silver price; thus striking at the 
very credit, nay, the very existence, of the debased 
paper ! 

Lord Stanhope forthwith brought before the Peers 
a bill, which passed both Houses of Parliament, pro- 
tecting from distress for rent any tenant who tender- 
ed it in notes of the Bank of England; but the land- 
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lord was not barred from instituting suits at law for 
any other sort of payment. 

We now come to another point of vast import- 
ance: it is, whether the demand legal-tender notes 
of the Government will depreciate greatly, or will 
be kept at or nearly on a par with gold; this will 
depend very much on the judicious management of 
the Secretary of the Treasury. For the first three 
years of the Restriction Act, the issues of the Bank 
of England were so moderate that 'they actually bore 
a small premium. In 1801, 1802, and 1803, they 
were increased to such an extent that they fell to a 
discount of from 8 to 10 per cent. In 1804 they 
again recovered their value, and to 1808, both inclu- 
sive, they were at a discount of 2h per cent. In 
1809 the circulation was raised, and at the same 
time the issues of the country bank paper were greatly 
increased, and the discount on bank-notes rose from 
22 to from 13 to 16 per cent. The overissue went 
on increasing. In 1812 it was at an average discount 
of 201 per cent, as compared with bulUon; and in 
1813 of 23 per cent.; and in 1814 of 25 per cent. 

The total Government Debt of Great Brit- 
ain, 1815 ^812,835,341 2 7| 

Total Unfanded— Exchequer Bills, &c 71,317,542 16 OJ 



£944,152,883 18 8 



Interest on the above about 33 or 34m. sterling. 
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Circulation and Deposits Bank of England. 



Circulation 
Deposits. . . 



28th Feb., 1797. 
£ 9,674,780 
4,891,630 

£14,566,310 



ZUt Aug,, 1797. 
£11,114,120 
7,766,350 

£18,879,470 



Z\8t Aug,, 1815. 

£27,248,670 
12,696,000 

£39,944,670 



Thus, then, the paper circulation of the Bank of 
England was tripled, and the depreciation must have 
been 50 per cent, upon the value of the paper, re- 
ducing the value of the paper pound to ten standard 
silver shillings. But this was only one portion of 
the currency of the country. At the period of the 
crisis of 1797, the number of country banks was 
about 200. In 1809, seven hundred and two licenses 
were granted to country bankers, and from that time 
they increased year by year, and in the year 1814 
there were 940; this enormous vegetation of banks 
was accompanied by a vast increase of the circula- 
tion. In fact, the circulation of the Bank of England 
was, by the issues of these banks, fairly cooped up 
within a circle of ten miles round London. We can- 
not but see that the depreciation of the .entire cur- 
rency of the country during the last years of the 
war must have been v^y great; and I, for my part, 
cannot believe that in 1812, 1813, 1814, and 1815, 
the one-pound note could have been worth more than 
seven or eight standard shillings : the average 
prices of grain indicate this value. Mr. Loyd, the 
banker, stated the amount of the whole of the cdun- 
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try bank paper in 1815 at from 40 to 50 m., (200 
to 250 m. dollars.) Such was the state of the paper 
money in 1815. It was soon felt after the peace 
that this state could not continue longer. That mo- 
nopoly of supply which the extraordinary circum- 
stances of the war had thrown into the hands of 
Great Britain, begun forthwith to fall to pieces. 
The seas were now equally open to all; prices fell, 
on a sudden, to a ruinous extent — banks broke — 
wages fell with the prices of manufactures, and be- 
fore the year 1816 had came to a close, panic, bank- 
ruptcy, riot, and disaffection had spread through the 
land. The discontents the Government put down 
by an armed force, who, with the Constitution in 
their mouths, sabred the people. 

The mercantile part of the community accommo- 
dated themselves gradually, perforce, to the new 
scale of prices, after a '^transition," which, in its 
progress through 1814, 1815, and 1816, rendered 
bankrupt no less than 89 country banks, together 
with an enormous number of traders of all grades 
and descriptions. Between February and August, 
1816, the Bank of 'Bnglana was compelled to lessen 
its discounts from 23,000,000 to 11,000,000, and be- 
fore February, 1817, to 8,000,000; and before Au- 
gust of the same year, to 7,000,000; this reduced 
the price of gold to four pounds the ounce, or nearly 
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to the mint price. The reduction of the bank is- 
sues, and destruction of country banks, causing 
thereby the price of gold to fall, brought about the 
restoration of cash payments; and in 1819, Parlia- 
ment passed the bill since famous as *^ Peel's Cur- 
rency Bill,'^ which passed in the Commons as well 
as the Peers, by a unanimous vote, and in the lan- 
guage of Mr. Canning, * * the question of cash pay- 
ments was set at rest forever." The bank was re- 
stricted in its issues to notes of five pounds. Be- 
tween 1819 and 1822 the bank reduced her dis- 
counts to 4,000,000, and her circulation nearly by 
seven millions. 

The facts thus hastily thrown together, gathered 
from histories of that eventful period, are full of in- 
struction to us. They exhibit to us, clearly and dis- 
tinctly, the evils which we have to avoid if we 
would preserve our industrial resources, and our 
trade, and our finances, from disastrous fluctuations. 
It may be observed that the greatly depreciated cur- 
rency, in which payments were made in 1811 and 
1812 in Great Britain, produced the most extrava- 
gent fluctuations in lands and in farming. Barren 
wastes were reclaimed 'at an enormous expense, 
which never could be repaid. Rents and debts had 
advanced in a similar proportion. Family settle- 
ments and encumbrances were calculated on the 
2 
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same basis. In 1815, immediately after the peace, 
the great fall in the price of all sorts of agricultural 
produce, from the destruction of the rotten country 
paper currency, based on the legal-tender notes of 
the Bank of England, threatened all persons con- 
nected with the ** landed interest'' with general 
ruin; the Corn Bill of 1815 was then passed, which 
was intended to prevent wheat ever falling below 
80s. a quarter, (eight bushels.) Nevertheless, wheat 
stood at 38s. a quarter in 1822, in defiance of the 
act, which said it ought to be at 80s. It was now 
urged that there should be, as it was termed, an 
** equitable adjustment of contracts," as the debts 
that were contracted in a depreciated currency were 
compelled to be paid in a restored one; but it 
was entirely left out of consideration that the Gov- 
ernment declared, when passing the legaUtender 
act, that it should cease with the war, and that 
an immense amount of mortgages, burdens, &c., 
had been discharged in a depreciated currency, 
which had been contracted in a good currency. . All 
the mortgages and annuities on landed property 
were * paid for several years in a currency 25 per 
cent, less valuable than at the time of the contract; 
no wish, however, was uttered to have an ** equita- 
ble adjustment" of these contracts. Such a one-sided 
** equitable adjustment " would, therefore, have been 
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nothing else but robbery. Under the stimulus of a 
depreciated currency, the rents of land had tripled 
since the beginning of the war, so that properties 
that were mortgaged before it were comparatively 
unincumbered at the close. 

But the unfortunate mortgagees and annuitants 
(analogous to the depositors in our Savings Banks, 
and the insured in our Life Insurance Companies, 
&c.,) were paid in a fixed amount of depreciated cur- 
rency, so that when prices rose to meet the depreci- 
ation, they were clearly victimized; and it is quite 
clear that no '* equitable adjustment" could take 
place, unless all the payments were included in it. 
The injustice attendant upon an alteration of a cur- 
rency, in any way, cannot be questioned a moment; 
and it is not to be doubted that the origin of all the 
currency difficulties in England was the quasi legal- 
izing of payments in Bank of England notes. To 
tamper with the measure of value involves vast 
responsibility. 

The phenomena of paper money thus exhibited 
in England were nearly similar to those which 
prevailed in the previous century in France, un- 
der the practical application of John Law^s Theo- 
ries of Banking, and many persons who hold Law's 
name in horror are unconsciously his disciples. No 
one knew better than he did, that capital and credit 
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must increase and decrease together; but what he 
did not see was, that paper issues were nothing but 
credit, and that therefore the issuing of vast quanti- 
ties of paper currency on assumed values would cause 
an overthrow of the foundation of all value, and of 
all property. The most striking confirmation of this 
incontrovertible truth was shown by the creation of 
the Assignats during the French Revolution. ** The 
National Assembly had confiscated the property of 
the Church, which, instead of yielding a revenue, 
augmented the public debt in a few years by 
35,000,000 dollars. The Assembly, in the spring of 
1790, authorized the issue of 80,000,000 dollars of 
Assignats on the security of this land. In Septem- 
ber of the same year, a further issue of 160,000,000 
dollars was authorized. Talleyrand opposed these 
issues, predicting their depreciation. Mirabeau sup- 
ported them, saying : 

** It is vain to assimilate assignats, secured on the 

* solid basis of these domains, to an ordinary paper 

* currency possessing a forced circulation. They 

* represent real property, the most secure of all 
' possession, the land on which we tread. Paper 
' money, we are told, will become superabundant; 

* it will drive the metaUic out of circulation. If of a 

* paper without a solid basis, undoubtedly; if of one 

* based on the firm foundation of landed property. 
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"never. There cannot be a greater error than the 
* * terrors so generally prevalent as to the overissue 
** of assignats. It is thus alone you will pa)'' your 
" debts, pay your troops, advance the revolution, 
**&c." These assignats had already become depre- 
ciated in June, 1790; by June, 1791, they had lost 
one-third of their value. In September, 1792, 
further issues were decreed. On 11th April, 1793, 
the Convention decreed six years' imprisonment, in 
chains, to any one who bought or sold assignats for 
any sum, in specie, different to their nominal value, 
or made any difference between a money price and 
a paper price. Vain effort! In August, 1793, the 
assignat had fallen to one-sixth. 

The Minister of Finance, notwithstanding, pro- 
posed a further issue, as there was an ample margin, 
and therefore, according to the theory of Law, the 
assignats should not and could not depreciate below 
the valu6 of the precious metals. What a commen- 
tary upon the wisdom of those who maintain that a 
paper currency, if it only represents value, -it cannot 
depreciate ! I will not detail the misery caused by 
the forcible issue of assignats, which were made a 
legal tender at their nominal amount; the destruction 
of all existing contracts; the famine from the scarcity 
of provisions; the laws of the maximum; the penalty 
of death enacted against all who should keep back 



99 

their produce from the market. All specie disap- 
peared from the country, and from circulation. But 
still thef e were many persons, as at the present day, 
who vehemently maintained that the paper had not 
depreciated, but that the specie had risen; that the 
Government stamp alone gave value to a circulating 
medium This horrible state of aflfairs caused the 
Government to attempt to demonetize the assignats, 
by forcing their holders to receive payment in land 
for them. But when a man wanted to buy food, 
what was the use of giving him land ? (that he could 
not sell at any price.) This sent them down lower, 
and a decree against it was obliged to be issued to 
appease their holders. In January, 1796, 10,000,- 
000,000 dollars of the assignats were in circulation, 
and the paper money had fallen to one-thousandth 
part of its nominal value. At length, on the 16th 
July, 1796, a decree was published that every one 
might transact business in the money he chose, and 
the paper money taken at its current value. No 
sooner, l\owever, was the paper currency made to 
pass at its current value, than specie immediately re- 
appeared in circulation. Goods were very cheap in 
France, consequently, large sums were sent there 
from foreign countries to purchase them; the exchan- 
ges immediately turned in favor of France, and in 
a short time a metallic currency was permanently 
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restored. And during all the wars of Napoleon, the 
metallic standard was always maintained at its full 
value. 

Such was the result of the greatest experiment 
ever known of issuing a government papfer currency 
— ^the most complete example of John Law's theory, 
and such was the inevitable consequence. 

There is a very prevalent idea that all batiks of 
issue should give security by depositing Government 
Stocks, and that this is all that is required. Now, if 
the public funds are a proper basis for $1,000 of pa- 
per currency, they must, of necessity, be good for any 
amount. If one bank or banker is allowed to issue 
paper on the security of stock, every other must be 
permitted to do the same, until the whole debt' of the 
United States is coined into paper money. The prin- 
ciples of basing paper currency upon land, upon taxes 
to be collected, and upon the public funds, are one and 
the same, and are equally dangerous. To permit a 
man to spend his money in purchasing public stocks, 
and still to have it in the form of notes, is an ab- 
surdity. The same is true of a nation as of an in- 
dividual; to say that a nation can spend its money 
in carrying on a war, and have it too as bank-notes 
or ** currency," is a wild and mischievous delusion. 
Every consideration of sound reasoning and science 
proves that the only true foundation of a paper cur- 
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rency is that which is universally received in pay- 
ment of debts throughout the civilized world. Now, 
gold and silver are thus acknowledged, consequently 
gold or silver bullion is the only true basis of a pa- 
per currency. Among all civilized nations the weight 
of bullion is the acknowledged measure of value, and 
consequently bullion is the only true basis of the 
representative of value. Bullion is not only the sole 
basis of a paper currency, but is the only true regu- 
lator of its amount. All paper currency being a 
** promise to pay " gold or silver bulUon, it is evident 
that the ' * promises to pay " that are in circulation 
must bear some proportion in quantity to the actual 
quantity of the bullion in a nation. Experience 
alone can fix this amount. Mr. Chase thinks that 
25 per cent, of coin is sufficient; this, however, must 
be real money, gold coin, not legal-tender Govern- 
ment Demand Notes. 

The wonderful panacea of all monetary ills, issuing 
an inconvertible paper currency, is nothing more or 
less than the old scheme of John Law over again. 
When will the stupendous delusion be eradicated 
from the public mind ? An increase of currency 
without an increase of capital has no effect but to 
diminish the value of the currency. The same thing 
happens when capital is destroyed; therefore, when 
a country is obliged to spend its money in carrying 
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on a war, its people must economize as well as pay 
heavy taxes, and place their economies in the public 
loans, so as to enable the war to be brought to a 
speedy and successful issue. We are told that we 
are not to look to the experience of other nations. 
Singular infatuation! We hope for better things. 
Let us profit by their sufferings. Let it be clearly 
understood, that those who have by their advice in- 
duced the Government to embark in a system which, 
by an inevitable law of nature that the most ter- 
rible examples of experience show can have but one 
goal, and which can now only be averted by those in 
authority— have incurred an awful responsibility, 
for which they will be held accountable by the peo- 
ple. Let it not be forgotten that every issue of pa- 
per currency not based upon bullion, is nothing 
more than a depreciation of the currency. Its effect 
is the same as making debased coin, (six cents equiva- 
lent to ten,) although disguised so as to escape the 
notice of those who do not understand the subject. 
All nations have had recourse to this device when 
they were pinched in their national expenditures. 
It was so at Athens, at Rome, at Constantinople — 
in the Middle Ages, at Florence; it was so in Eng- 
land, in France. 

It is the cry of many, at the present day, of per- 
sons who should have known better, and not been 
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deceived by such sophisms as have been used as ar- 
guments by those who pretend, or do really believe, 
that a paper currency can be based on anything 
else than bullion ; and have been the means of 
bringing a monetary system, at this enlightened age 
of the world, on this country, always to be deplored, 
for the misery it must inevitably bring upon us, un- 
less properly controlled by the action of the Secre- 
tary of the Treasury, which is a reproach and a vio- 
lation of all the true principles of financial science. 

The issue of our demand notes to the extent pro- 
posed — one hundred and fifty millions — will have 
precisely the same effect on internal trade and prices 
as if one hundred and fifty millions of coin had been 
put in circulation. But upon our trade and com- 
merce with other countries the effect of the paper 
will be very different from that of coin. ' ' If the gold 
coin of any country were to become much lessened 
in weight, the market price of gold would evidently 
rise in hke proportion above the mint price. For 
the mint price is the sum in coin, which is equiva- 
lent in value to a given quantity, say an ounce, of 
the metal in bullion ; and if the intrinsic value of 
that sum in coin be lessened, it is equivalent to a 
less quantity of bullion than before. The same ef- 
fects would follow if a paper currency, no longer 
convertible into gold, were issued in excess. For 
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that excess not being exportable to other countries, 
or convertible into specie, remains in the channel of 
circulation, and is gradually absorbed by the in- 
creasing prices of all commodities, which will rise 
exactly in the same manner as they rose when the 
great increase of the precious metals took place, at 
the time of the discovery of America. Consequent- 
ly, the prices of all commodities, bullion included, 
must rise ; and if this fall in the value of the curren- 
cy of one country takes place without a correspond- 
ing fall in the value of neighboring countries, their 
currencies will no longer retain the same relative 
value, and, consequently, the exchanges will rise, to 
the disadvantage of the particular country. Such 
must be the eflFects, in any country, of any quantity 
of currency which is not exportable, and which is not 
convertible into coin, which is exportable. 

It is therefore plainly true, and is agreed upon by 
all practical authorities, both commercial and politi- 
cal, and is indisputable, that the difference of ex- 
change, expressed in real money, between any two 
countries, arising from the state of trade and pay- 
ments between them, can never permanently exceed 
the expense of conveying and insuring the precious 
metals from one to the other ; and consequently, an 
adverse state of the exchanges, owing to a perma- 
nent depreciated state of the domestic currency, 
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will cause an exportation of all the precious metals 
that are not hoarded." 

A lessened circulation, as well as a contraction of 
discounts, will alone have an effect to render the ex- 
changes favorable to a country ; because it would 
stop the home sale of merchandise, and also force 
an export of merchandise, which would brmg money 
into the country. 

Hence the importance of devising some means, 
before the adjournment of Congress, for limiting the 
paper-money issues, which the banks all over the 
country will endeavor to put into circulation during 
the suspension of specie payments. It is perhaps 
not requisite that I should make any suggestions 
upon this point, as these observations are already, 
extended beyond the limits which I had assigned to 
myself when I commenced ; and the whole question 
is familiar to you, and the gentlemen of the proper 
Committees. 

Very respectfully, 

Tour obedient servant, 

(Signed,) JAMES GALLATIN. 
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New York, March Ibth, 1862. 

Hon. David Wilmot, 

United States Senator: 

Dear Sir — In view of the facts presented in mine 
of 7th instant, and considering what course would be 
most conducive to the welfare of the people, and con- 
sequently desirable for the Government, the question 
of a resumption of specie payments will naturally 
force itself upon your attention. To confine the 
expenses of the war and the growmg debt withm a 
minimum, a currency of uniform value, upon a specie 
basis, is of the first importance. No other currency 
can secure a condition of permanent prosperity to 
industry, trade, and commerce. No other currency 
can maintain the economical affairs of the whole 
country upon that solid basis which public faith re- 
quires for the support of the National debt. In my 
humble judgment, there is now no obstacle to the 
re-establishment of such a currency by the Govern- 
ment. The resumption of specie payments by the 
Government and the banks, at an early day, seems 
to me to be altoggther practicable. This opinion is 
based upon the state of our foreign trade, the large 
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supply of the precious metals in the country, the judi- 
cious enactments of Congress, referred to in mine of 
7th instant, and the rapid progress which our brave 
Army and Navy are making in putting down the 
insurrection. It is now in the power of the Secretary 
of the Treasury to sell six per cent, twenty years 
stock for specie, on better terms than the equivalent 
of a seven per cent, twenty years stock, at par. 
With the coin procured for long loans, under judi- 
cious arrangements as to paying in the installments, 
he could meet the demand notes; the power to de- 
posit these notes on interest, the call for them for 
currency in the States freed from the insurgents, 
and the use of them in remittances, as substitutes 
for domestic bills of exchange, together with the is- 
sue of interest-bearing certificates in payment of 
claims, will all tend to facilitate the funding opera- 
tions of the Treasury Department, as well as to 
maintain specie payments. In the States subjuga- 
ted by the insurgents there is a great want of many 
commodities, possessed in abundance by the loyal 
States ; and when commercial intercourse is restored 
by the liberation of those States, there will be addi- 
tions to our supply of exportable products, that 
will take the place of specie, in our trade with other 
nations. Besides aU this, there is throughout the 
commercial world a great supply of the precious 
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metals. The premium on specie and foreign ex- 
change does not rise much above par, the banks 
are in a condition to resume whenever the Govern- 
ment resumes, and it seems to me that there need 
be no hesitation in deciding upon a resumption of 
specie payments at once by the Treasury. 

Very respectfully, 

Your obedient servant, 

(Signed,) JAMES GALLATIN. 
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New- York, Janicary 16fA, 1863. 

Hon. William P. Fessenden, 

Senator of the United States : 

Dear Sir, 

Impelled by a desire to avert the impending calami- 
ties incident to the proposed further issues of legal 
tender paper-money, I again address you, in the earn- 
est hope that you and the gentlemen of the Senate 
will be enjibled to understand, before it is too late, the 
disastrous tendencies of the measures which the advo- 
cates of these issues are urging upon Congress. We 
have before us, in accounts of the financial schemes of 
the insurgent chieftains at Richmond, now fast running 
to hopeless bankruptcy, so much evidence of the con- 
sequences of this suicidal policy, that it is to me a most 
incomprehensible mystery, how gentlemen in Congress 



can lend their influence to schemes of a similar nature, 
destructive to all our hopes and interests as a nation. 

Congress is urged, on the one hand, to pass a bank- 
ing scheme of questionable constitutionality, and quite 
as futile for the absorption of national loans, as the sub- 
treasury system, instituted . by advocates of this pro- 
posed banking scheme, has proved to be for purifying 
the currency of the Union ; and on the other hand, to 
issue still further hundreds of millions of legal tender 
notes, under the ridiculously absurd plea that the issues 
already out are inadequate to the wants of both gov- 
ernment and people. These wild and mischievous 
delusions can have only one result, whether legislated 
into the form of more legal tender issues of the gov- 
ernment itself, or into the shape of legal tender issues 
secured by government stocks, and that result is writ- 
ten in the histories of nations resorting to such schemes 
since the time of their great prototype, the Mississippi 
bubble. 

In our own State (New-York) as well as in the West, 
the system of banking on public stocks has proved de- 
lusive in seasons of great depression in the prices of 
such stocks, being less reliable than banking upon real 
business mercantile paper (not accommodation) at 
short dates ; and the banks dealing in the latter in this 
city having been compelled to protect the circulation 
of the public stock banks in order to saye the latter 
from bankruptcy. You are familiar with the catas- 
trophe which occurred to the public stock banks in 
the Northwestern States within a few years. 

The case of the Bank of England is often cited in 
support of this scheme of banking on public stocks, 
but it does not apply. That bank jxmj issue to a per- 



tain • amouirt wittrbilt any coin or other reserve than 
the public debti But this amount' is limited to the 
sum of about twelve millions and a half, being near the 
minimum of circulation which long experience had 
detnonstrated to be altogether' siaife ' and practicable. 
Itf fact, this minimunl ' has long ceased to be what the 
iiicreased business of that cbutitry would now call for 
as the sm'allest possible circulation, and hence there 
has been a resort to a more extensive system of clear- 
ings among or between the banks to economize circu- 
lation. Now, it will be oteeirved that' the amount of 
ribtes which the Bank of England caQ put out on stock 
securities is restricted, whil4 in the cJEise of the banking 
system proposed for the United States the issues would 
be limited by the ambuiit of the public debt, there be- 
iAg really no practicable restriction other than this in 
th^ proposed scheme. In the State of New-York tte 
issues cannot exceed a certdin' ratio of the debt of the 
State, but' thiat debt being cOniparatively a small one, 
thte restric^tion is of practical ' utility. In the case of 
the debt of the tfnited States, it might all be converted 
into a currency, or 'made the base of currency, under 
thfe ptopoSed bsLnking systehi. If we assume that debt 
nbw to be twfelv^ htitidred millions, it would be prac- 
ti6tible tnd^r the proposed -law to have twelve hundred 
miffions of; circulating notes, the volume increasing 
cbnstantly with * the * debt. No - other argument could 
possibly exhibit thie schemte in a more absurd light 
thaii this statement of what would be the practicable 
application of its principles. 

The Bant of England is, in fact, controlled by the 
-cotirse of the precious metals ; for although its issues 
to^ certahi ametmt-^between twelve and thirteen mil- 



lions — msij be put out without any other reserve than 
the public stocks held by the bank to that amount, yet 
it is a well-known fact, that the practical rule of the 
directors is to endeavor to keep a reserve on hand in 
coin and bullion, to the extent of one-third of the 
sum of the deposits and circulation ; and whenever 
this reserve falls below this one-third, they raise the 
rate of interest with a view to restoring it to that pro- 
portion, and when it rises above that proportion they 
reduce the rate of interest. The object of the directors^ 
is to regulate the currency by the course of the pre- 
cious metals, or upon a specie basis. In this country, 
however, the general prevalence of usury laws has^ 
prevented our banks from applying this principle of 
regulation through the rate of interest, in times of a 
great demand for money, and hence our panics are 
aggravated by the banks being compelled to refuse 
discounts to the public at such times. 

The general government has had conferred upon it 
by the Constitution entire control of the currency of 
the whole Union ; but in exercising that power, it is 
no more requisite to institute banking associations than 
it is required to create companies of merchants to 
transact the commerce of the whole Union, the regu- 
lation of which is also among the powers conferred by 
the Constitution upon Congress. The right of a State 
to create a bank with private capital, and the right of 
such bank to issue currency, are also now established. 
The general government may regulate, control and 
tax that currency, but cannot prohibit it Hence it 
would be more constitutional, as well as more imme- 
diately practicable, for Congress to exercise its power 
over the currency in the form already proposed by 



the Committee of Ways and Means of the House of 
Representatives, through a graduated tax upon circu- 
lation, and the employment of existing banks as fiscal 
agents of the government upon pledge of security in 
the public funds. That bill proposes to employ them 
only as fiscal agents for loans, or to the extent of loans 
negotiated with them. Why not for ordinary deposi- 
taries, upon proper security in government stocks ? 

By employing existing banks as fiscal agents, in the 
manner proposed, the use of any great volume of 
paper money becomes unnecessary, for the banks of 
the various States, through their system of exchanges 
with one another, would be, for all practical purposes 
of the government, the same as one single institution! 
For the disbursements of government generally, there 
would be no necessity for any great quantities of coin 
or notes. It is a complete delusion to suppose that 
. because the government expends large sums, it must 
have money to an equal amount Business is transacted 
in this city to the extent of twenty or thirty millions 
daily, principally by checks and drafts. 

What the government requires is capital ! supplies 
of food, clothing, munitions, &c. It is only a small 
fraction of the capital of the world that is kept in the 
form of money. All the gold in America and Europe 
would be inadequate to the wants of some gentlemen 
in Congress who have advocated more issues of legal 
tender, on the ground that they are needed to meet the 
payments of the government. Money is so trifling a part 
of a nation's wealth, because it has become necessary 
in the progress of modern civilization to save the use 
of money as much as possible, and hence the general 
extension of the banking system in modern timea As 
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money creates or measures prices^ the nation which^ 
increases the quantity of its money unduly- raises* th& 
prices of all its commodities and property above thoMi 
of other nations, and thus becomes debtor to them, and 
is gradually drained of its wealth. Is not thii& plain ?^ 
Cannot gentlemen in Congress see, and understand it??* 
I have been pained by the reproduction recently by 
two distinguished gentlemen, (the present^ and a^former 
Secretary of the Treasury,) of those paper money theo- 
ries which have lured so many nations, statesmen' anad^ 
individuals to financial ruin-; earnest' and deeply^^ 
anxious as both these gentletnen are, iri common witfc 
all of us, for the preservation of our nationality^ it ig 
wonderful that they cannot understand bow^ruinouiffato 
excess of paper money is, in the sight of daily expe^ 
rience exhibited to them in the increase of go vernmfenft 
expenditure by the rise of prices, in the; speculative 
manias that prevail,: in the fear^and alarm arising fromi 
the inflation which thfe leg«i tender issues have c^eated^^ 
in the steady rise in the price -of gold, in the stmfceB'of 
working people for higher wSgeSj in »thef gyeat demand' 
for diamonds and valuable jewdb^ and ^inth^edediniiig 
prices of government securitieSi 

If it were possiUe to hurl ^the ' great wAJbb of < loyal ' 
people^ and all our resourC6sat the iAsurgentef' ahd<de»*' 
stroy the rebellion with one tremendous blow, ittadght;' 
perhapp, be judicious economy:. Since th«itis»TiotpbS'^ 
sible, we must have patience, jalthough,' as -a; people, we» 
are proverbially impatient. We have engaged in vast » 
expeditions, costing fabulous amounts of ^ money; Ik • 
hot haste, without skillful deliberation, / we have rushfed 
headlong into disaster, to reipent at leisure; ^and waste 
by inaction yet more and more life and treajdara- 



We require more intelligent management both at 
home and abroad. Extravagance and wastefulness are 
frightfully prevalent. There has been in the case of our 
finances so little forethought, that six weeks of the 
Congressional session are already gone without com- 
pleting the requisite forms of negotiating loans for the 
purpose of paying the sol(Jiers money due to them for 
four, six, seven or eight months. I forbear to speak of 
other melancholy facts of this nature in our foreign as 
well as home aflfairs. 

There is a certain positive limit to our capacity for 
expenditure as a nation. Our savings (in the loyal 
States) have been shown in our last census, and although 
some estimate them as continuing even during the pres- 
ent struggle at a rate equal to that of the most pros- 
perous year of the decade which closed with an aggre- 
gate wealth computed at twelve thousand millions, it 
is by these that our course in the war should be regu- 
lated as to expenditure, and whether they amount to 
four hundred, or seven hundred mmions, it must be 
borne. in mind, that the regulating power of the cur- 
rency over these savings is one of the most important 
elements in our economical calculations. If we con- 
tinue to add tc^ur paper measure of prices, we shall 
continue to lessen the power of the people to save, be- 
cause we shall drive out of the country the real money 
upon which all prices and values depend ! No legisla- 
tion nor device of man can prevent that. Specie is 
now near fifty per cent, premium ; prices of every thing 
but government stocks are rising, and gold is flowing 
out of the country in a steady stream. More legal 
tender will increase the prices of all property and com- 
modities, except government stocks, and render it more 
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and more difficult to fund the national debt in long 
loans. 

These phenomena are not new. They have always 
accompanied excessive issues of paper money. Fright 
has as much influence as the love of gain, in producing 
them. When there is an , abundance of money, and 
every thing is rising, people find it more profitable to 
use the money to speculate with than to invest in per- 
manentloans. Vast issues of government paper money 
create fears of national bankruptcy. All this fear, and 
alarm, and speculation may be, and no doubt is, very 
foolish and very unpatriotic. But we cannot change 
human nature. Our statesmen must deal with it as it 
is, if they would make it serviceable to the great and 
holy object of preserving our nationaUty and perpetu- 
ating our liberties. 

Very respectfully, 

Your obedient servant, 
(Signed,) James Gallatin. 
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NOTE. 

Since the foregoing was written, my attention 
has been called to the state of feeling and opinion 
existing at Washington npon the financial affairs of 
the government A persistent hostility seems to pre- 
vail against the banks, on the part of the very gentle- 
men who desire to create new hanks. Now, I would 
ask, is this a time for such machinations ? It was im- 
possible for the Secretary of the Treasury to have 
gone on, in the early progress of the rebellion, had 
not the banks come to the aid of the government. 
Indeed, many believe that the rebellion would proba- 
bly, at first, have been successful, if the banks of the 
loyal States had not volunteered their aid, as they 
did, long before the Secretary was able to mature any 
plans for the relief of the Treasury. Although the 
banks supplied him with resources, he neglected 
the provisions of the law authorizing him to draw 
direct upon them, preferring to make his drafts through 
the sub-treasury, thus draining them of their coin, and 
from this cause has arisen very many of our financial 
troubles. It produced the suspension of specie pay- 
ments, caused the inflation of the currency, which 
(together with legal tender issues) has tended to re- 
duce our material power, thus favoring the designs of 
the rebels. * 

J. a 
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I. Magnitude of the Kational Disbnrsements, 

The annual report of the Secretary of the Treasury, dated 
December 10th, 1863, embraces statements of debt and dis- 
bursement far surpassing in magnitude the financial trans- 
actions of any nation, for the same period, in modern times. 
Only in the traditions of the ante-historic era do we find a 
parallel to the stupendous volume of national expenditure 
now witnessed at Washington. The nearest approach to it 
during the present era is recorded by Mr. Allison, in his 
" History of Europe," who states that the expenditures of 
the British nation, during 1816, the last year of their great 
struggle with the first Napoleon, reached the sum of 
£111,000,000 sterling, about £38,000,000 of which was raised 
by loans, and £11,036,232 of it was paid in subsidies to other 
nations. In our own case the disbursements of the fiscal 
year, 1863, were $714,709,996, of which $590,266,682 was 
provided for by the issue of paper money or loans. The 
estimates for 1864 amount to $751,815,088, of which 
$544,978,548 is to be provided for by loans. Assuming 



the pound sterling of Great Britain to be equivalent to five 
dollars of United States currency, the disbursements of the 
British nation, with the sources of revenue, and those of the 
United States, would stand thus: 

UNITED STATES BRITISH 

1863 1864 1815 

Expenditure $714,709,995 $751,815,088 $550,000,000 

Revenue from Loans 590,266,682 544,978,54:8 190,000,000 
'' Taxes, &c. 124,443,313 206,836,540 360,000,000 

Sums nearly as large as these have probably appeared in 
the statements of the rebel authorities at Richmond for 
1863 ; but if they have not, and if by any chance the chiefs 
of the rebellion should ever publish a statement for the year 
1864, our figures will probably be far surpassed in amount, 
since flour is selling at two hundred dollars per barrel at 
Richmond, and their financial affairs, like their unhallowed 
scliemes of political ambition, are tumbling rapidly into 
hopeless ruin : that madness which precedes destruction con- 
tinues to hurry them on to an ignominious fate. Paper 
money has proved to be the winding-sheet of the once 
formidable American rebellion of the nineteenth century. 
If we are wise we shall profit by the folly of the insurgent 
chieftains in their reliance upon paper money. Our great 
and glorious* country needs no such quackery in finance to 
sustain this holy struggle for the preservation of the Union. 
It is true that our vast outlay causes much solicitude in the 
public mind as to the means of providing for it, in conse- 
quence of the natural tendency of so great an expenditure 
of money to create an insatiable greed of gain, with power- 
ful partizan organizations seeking to perpetuate this lavish 
distribution among their leadei's, regardless of the welfare of 
the people or the honor of the nation. But there is yet no 
serious apprehension of immediate embarrassment in pro- 
viding for the debt incurred, or to be incurred, so long as the 
amount can be kept at or below two thousand millions, which 



would be only fifty dollars to each person of the probable 
population of the Union at the next census. 

II. Necessity for Economy. 

To economise our treasure by the election to office of 
honest, intelligent, skillful and patriotic statesmen is our 
duty at *all times, but in, a time like the present this duty 
becomes of paramount importance, and it cannot be too 
often impressed upon the minds of the people, whose toil 
and industry will be heavily taxed for a generation or more 
to come, to provide the money to pay the interest and the 
principal of our growing debt. We have now to assume new 
burthens. As a free people, our principles of self-govern- 
ment are about to experience a new test — and a severe one — 
in the assumption, management and liquidation of a great 
national debt, one of the most fruitful sources of corruption 
in a body politic, whatever may b^the form of government. 
Next to the economy of human life, in conducting the war 
it should be the aim of government and people to secure 
economy of wealth by the application of the most judicious 
systems of taxation, expenditure, funding, banking and cur- 
rency ; for it is more emphatically true of our own than of 
any former age, that success in war, as well as the mainten- 
ance of national existence, depends very much upon the 
financial resources of the people. 

III. Our Sources of WealtL 

Happily for us, this crisis in our national career came upon 
us, providentially, in the midst of a progressive development 
of material wealth, such as no people could have hoped to 
enjoy. Blessed with the natural resources of a continent 
extending through the temperate and into the torrid zone, 
and fronting on the two great oceans of the globe ; having 
an active population, well skilled in all the industrial pursuits 
distinguishing modern civilization ; receiving constant acces- 
sions of enterprising people from Europe — the agricultural 
and mineral wealth of the country yielding easily their vast 
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stores to the willing hands of honest labor — it was only 
requisite that, with firm reliance upon the favor of heaven, 
we should possess that unflagging patriotism which could 
brave all dangers and suffering in defence of our cherished 
iiationality. A million and more of brave men have volun- 
teered to prove with their life-blood that we do possess this 
patriotism. Victory is now perched upon our banoers, and 
in a few months more we may hope to see the end of the 
most wicked rebellion known among mankind. 

But no amount of resources, however enormous, can be 
made available for the support of a nation's existence, if 
waste and extravagance and incompetency be permitted to 
direct the aff'airs of state ; for a public man, without skill in 
his department, robs the people and commits treason to the 
nation as effectually as if he were in the ranks of the enemy, 
by occupying a position in which ignorance of duty becomes 
a crime against the life of his country. 

IV. Necessity for Skill in the Oovemment— UntLsiial Powers En- 
trusted to the Treasury Department. 

It has now become a personal matter with every man how 
the government shall be administered, for we shall no longer 
witness, during this generation at least, that comparative 
exemption from taxes which has hitherto been the boast of 
our country. Labor will undoubtedly continue to enjoy 
among us that preeminent distinction and those higher 
rewards which have always characterized this country, as 
compared with those in which the working people have had 
to maintain an enormous hereditary aristoci'acy in addition 
to heavy government taxation. It is not the honest laborer 
who will be called upon to make up the largest share of our 
taxation for the national debt, if we are true to ourselves, 
but rather those who, squandering wealth upon extravagant 
luxuries, have, by skillful devices fastened themselves on the 
productive industry of the people through the medium of a 
false monetary system. In the great revulsion of 1836-7, 
when the population was only about half of what it is at 



present, not less than six hundred millions of dollars in 
values was destroyed, at the expense of the labor of the 
country, through false monetary systems ; and if attempts be 
made to bring back such systems upon the country, at a time 
when the burthens of a heavy national debt press upon the 
people, may we not hope that the self-interest, as well as the 
patriotism of the people, will force those who would specu- 
late upon their energies to resort to more substantially pro- 
ductive as well as more honorable occupations? 

Of all departments of the government, that of the Trea- 
sury becomes henceforth the most important to the produc- 
tion, accumulation and distribution of wealth by and among 
all classes throughout the country ; for with the power now 
in the hands of the Secretary of the Treasury, he can make 
wages high or low ; he can raise prices or depress them ; and 
he can advance or put down values of property, in his 
discretion, by the course which he has it in his power to 
adopt in funding his loans, issuing his currencies, disposing 
of his deposits and making his disbursements. So over- 
whelming is the power which Congress has placed in the 
hands of the Secretary of the Treasury, that it is only the 
great personal integrity of the citizen who may fill that 
situation which can save the country from most serious ap- 
prehensions as to the future course of our financial affairs. 
In the early history of our government, the power of the 
Treasury Department, although much less than it is now, 
was considered too important to be made independent of the 
President, and hence the former custom and usage of Con- 
gress, when authorizing loans, to confer the authority upon 
the President of the United States, and to require his ap- 
proval of all the powers entrusted to the Treasury Depart- 
ment. The first act, changing this course of policy, was that 
of July 17th, 1861, and in all recent acts of Congress the 
power of making loans has been taken from the President 
and given to the Secretary of the Treasury alone. In his 
present report the Secretary has referred to further powers — 
an unlimited power to receive deposits, and the power, under 
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the name of "resebve," to issue legal tender currency to 
meet such deposits — which would make him even more 
thoroughly the arbiter of the .wages of labor and the prices 
of property of all descriptions than he is at present, if that 
were possible. The nature and extent of this deposit system, 
and reserve of issues to work it, will be explained more fully 
under another head. It is mentioned here only to illustrate 
the great and unusual powers already, or proposed to be, 
conferred upon the Secretary, and which, in the hands of a 
citizen less distinguished for his private virtues, would be 
considered more than exceptional. 

V. The Secretary's theories— their dangers— he is probably deceiv- 
ing himself with honest intentions. 

Admitting the undoubted integrity of the Secretary of 
the Treasury, it may yet be possible that he is deceiving 
himself with false theories of money, currency, banking, 
taxation, and funding; and this seems the more probable 
from the imusual mistakes into which, as he partly states in 
his report, he has already been led. He mentions the case 
of internal revenue, which has fallen so far below the esti- 
mates he was led to entertain last year. Another, which 
he does not allude to, was the extent to which he could 
issue fractional currency, and which fell so enormously below 
his expectations. Again, as to his circulating notes, he still 
insists that they have not been issued in excess of the wants 
of the country, and still urges the further issue of three 
hundred millions of paper money, by the proposed banking 
system like that existing in the state of New York, advo- 
cating these as measures which will tend to facilitate the re- 
resumption of specie payments ! It seems almost useless to 
remark that these theories of the Secretary are wholly at 
variance with the teachings of experience, and as wide of 
the views of intelligent business men as the estimates (over 
eighty-five millions) given to him of his probable receipts 
for internal revenue, fell short of the amount (not quite 
thirty-eight millions) he has received I He has seen gold 



rise steadily in price with his increased issues. He has 
witnessed the rise in prices of other property. Yet he avows 
the most earnest soh'citude to keep the currency at par with 
gold ! Unfortunately for most theories, their practical 
application seldom meets the expectations of their advocates, 
and the difference between the Secretary's theory of cur- 
rency, and the fact, is exactly the current premium on gold, 
or about fifty per cent ! It is related of the celebrated John 
Law, whose paper money theories overwhelmed the French 
people in frightful calamities, during the last century, that 
he was himself so thoroughly deceived by his own theories 
tliat when he fled from the exasperated populace of Paris, 
escaping the missiles which smashed the windows of the 
carriage he had quitted, he was not able to save from his 
princely estates more than enough to pay his traveling 
expenses, and became in his exile an object of charity. 

Mr. Chase, while advocating a further issue of three 
hundred millions of bank notes by his proposed new banks, 
says of the bank notes now in circulation : 

"Were these [Bank] notes withdrawn from use, it is 
believed that much of the now very considerable difference 
between coin and United States notes would disappear." 

This is clearly mistaking a secondary cause for a primary 
one; and on no subject is the human mind so prone to 
mistake secondary for primary causes than on this subject 
of circulating medium. The bank notes in circulation at 
the time of the breaking out of the rebellion in 1860-61, 
were about one hundred and fifty millions in the loyal 
States, and in May last, (1863), they had not exceeded this 
sum more than twenty millions of dollars ; so that the cir- 
culating medium, from the bank issues, remained almost 
uniform. Here is our total paper money, by the latest returns, 
with what the Secretary proposes to make it : 
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Legal tender notes in circulation, $400,000,000 
Bank Note circulation in May, 1863, 168,400,000 

$668,400,000 
Proposed new bank issues, 300,000,000 

$868,400,000 



The bank notes out previous to the rebellion, and still 
continued in circulation, are payable on demand in lawful 
money of the United States. No part can remain out be- 
yond the demand of the people for them, and they would be 
paid in specie, on demand, if the United States did not 
furnish legal tender paper to pay them with. It is thus 
plainly a violent stretch of conjecture to suppose that exces- 
sive circulation is more likely to arise from the issues of 
paper money constantly payable on demand, than from 
those, the payment of which is postponed to an indefinite 
period. The circulation of bank notes must necessarily be 
proportioned to the quantity of United States notes requisite 
to cash those which may be presented for payment. But 
the legal tender paper of the United States has no such 
limitation ; it is the ultimate element, unto which the whole 
paper circulation of the country resolves itself, whether 
issued by existing banks or by the new national hanks now • 
being established. United States legal tender paper is the 
great source of all the paper money circulating throughout 
the country ; and by the increase or diminuation of legal 
tender paper, the increase or decrease of the circulating 
notes of every bank in the country is governed, by the 
irresistable laws of trade. The rise in prices occasioned by 
the circulation of bank notes can only operate as a secondary 
cause. That rise which is caused from an excess of United 
States legal tender notes is a radical and primary cause 
which — as it alone has produced or can produce any impor- 
tant effects on the general circulation of the country — can 
alone create a rise in prices. These principles are so plain 
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that even the Secretary has admitted them, and contradicted 
himself, since he expressly states that the influence of the 
legal tender paper upon prices of commodities is " almost, if 
not altogether," the same as a circulating medium composed 
of the precious metals. He says : "It is an error to suppose 
that the increase of prices is attributable wholly or in very 
large measure to this circulation [United States legal tender 
notes]. Had it been possible to borrow coin enough, and 
fast enough, for the disbursements of the war, almost if not 
altogether the same effects on prices would have been 
wrought." 

If, therefore, "the same effects on prices would have been 
wrought " by the disbursement of coin, which every person 
admits would have produced a rise in prices, how is it "an 
error to suppose that the increase of prices is attributable 
wholly or in very large measure " to the legal tender notes, 
which were employed to take the place of coin? 

Such are the mazes of contradiction in which theories of 
paper money constantly entangle their devotees. In his 
theory of banking, and in his plans for enforcing "uniform- 
ity" in the paper circulation throughout the country, he is 
equally unfortunate ; but before entering upon these topics, 
it seems proper to glance at the suggestion which he has 
made, as to the comparative influence of paper money and 
coin upon prices, in connection with the present volume of 
legal tender notes, which he seems determined to keep in 
circulation, rather than fund them, he having — as it is 
understood during the past months — issued a considerable 
amount from the reserve, that had been kept in hand to 
meet the deposits which the people had lodged in the Sub- 
treasuries. 
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VI. Enormons inerease of paper money, and rise in prices. The 
Secretary's plans for increasing it still more by new bank 
issues, and treasury deposits, with unlimited power of 
issuing legal tender paper. 

The increase of the circulating medium of the couutry, 
within two years, to the enormous extent of four hundred 
millions (or four hundred and twenty millions), of legal 
tender paper, could only have been effected by the abandon- 
ment of the principle of cash payments at the Treasury, 
which ever since the establishment of the *' Sub-treasury 
system" has been considered the corner stone of American 
credit. Such an increase could never have existed, but for 
the rash attempt of the Secretary to extend that "system" 
to the proceeds of the loans obtained by him, in 1861, from 
the banks of the three cities, taking from them, in order to 
effect that object, — as stated by himself, in a late public 
speech in Ohio, — one hundred and seventy -five millions in 
coin, which large sum was recklessly scattered to the four 
quarters of the globe. The necessary consequence of such 
an increase of the circulating medium, resulting from the 
suspension of cash payments at the Treasury, is that general 
rise in prices which all feel and deplore. 

If instead of so much additional paper money, this country 
had acquired by supernatural means the same additional 
currency in coin, within the same period, this influx it is 
true could not have failed to produce a very great rise in 
prices of property and wages of labor, although experience 
teaches that it could not have been as great as that which 
has been occasioned by the legal tender paper; for if a 
miracle had produced so much gold and silver, it would 
have required another miracle to have kept it among us, 
since the general rise in prices would have brought into the 
country all descriptions of articles of general consumption, 
in exchange for our surplus gold and silver, the latter going 
to foreign countries by the natural rise in bills of exchange 
on those countries, gold and silver being the currency of the 
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iborld^ while our legal tender United States notes circulate 
only among ourselves, having no intrinsic value in other 
countries. These notes cannot be exported, and the inevita- 
ble consequence of issuing them in excess, is a rise in the 
price of gold and silver, or the depreciation of the notes, 
which is the same thing, the premium on gold being equiva- 
lent to a corresponding discount on the paper. It is a 
principle univeraally recognized, that the augmentation of 
paper performing the functions of money, in any country, 
has a tendency to depreciate that paper, and this principle 
is as uniform in its operation as the law of gravitation. It 
cannot be denied, for the observation of every man confirms 
it, that the increase in the prices of almost all articles, which 
has been steadily going on for more than a year,^ and is now 
arriving at so great a height, is caused chiefly by the addition 
to the circulating medium made by the Secretary, with his 
issues of legal tender paper, uncontrolled by the obligation 
of paying them in specie, on demand. After the war of 
1812, the greatest depreciation of the currency at New York, 
in October, 1815, was sixteen per cent, discount; and at 
Baltimore, in 1816, twenty-three per cent, discount, but the 
discount at the present time on our government legal tender 
notes, gold being at fifty per cent premium, is thirty-three 
per cent. 

Nothing can be more commendable than the professions 
of the Secretary in favor of keeping the currency near par 
^ith specie ; but unfortunately these professions are not new, 
having been repeated at intervals during the past two years, 
while his practice is to steadily augment his issues, urging 
on, at the same time, the organization of, new banks to in- 
crease still further the paper money in circulation, and now 
advocating in his present report the opening of the Treasury 
to unlimited deposits, with the right of paying such deposits 
from his reserve, with legal tender, without limit. No 
necessity for these unlimited issues seems to exist in the state 
of the money market, for the absorption of the loans is so 
great that if he chose to negotiate them at a slight discount 
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he could supply the wants of the Treasury more rapidly than 
they accrue. 

Vn. The new banking system— Its defects and dangers— Amend- 
ments suggested. 

It has already been stated that the new banking system is 
similar to what is called the free banking system of the 
State of New York, so far as regards the principal of 
securing the notes by deposit of public stocks, which was 
taken from the system adopted in the case of the Bank of 
England, holding a certain amount of public debt. In many 
other respects, however, the system proposed at Washington 
has been altered for the worse. The circulating notes are 
redeemable only where issued. Security being lodged for 
the notes, the banks can have little or no security to furnish 
the government for deposits lodged with them. Under the 
old "pet bank" system, as stated by Mr. Guthrie, Secretary 
of the Treasury, in his report of December 1st, 1856, there 
were balances due "from the late deposit banks;" or, to 
"secure said balances," to the sum of $1,609,072 32, of which 
he remarked : "most, if not all, of it is lost by lapse of time 
and insolvency." Is it judicious to reinaugurate a pet bank 
system, offering inducements for such defalcations, at a time 
when the country is severely taxed for the heavy expen- 
ditures of the war? However, it is avowed bj'^ the Comp- 
troller of the Currency, in behalf of the Treasury Depart- 
ment, that the aim of the government is to wind up existing 
banks and supersede them by the proposed new ones. If 
Congress shall continue to sanction the scheme, it is indis- 
pensible, for the safety of the country, that the law should 
be amended ; for in the winding up of existing banks and 
the sale of their stocks of specie, which have inspired con- 
fidence at home and abroad in the financial strength of the 
government, we shall be launched upon tempestuous seas if 
the law remains as it is. The amendments and measures 
which seem to be required are : 
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1. To require each bank to procure and hold a certain 
per centage of coin or bullion upon the amount of its 
demand liabilities, as a part of the twenty-five per cent, 
reserve provided for now in the law. 

2. To have tlie bills redeemed at some one central point, 
on demand, in lawful money of the United States. "A 
uniform national currencv," issued and redeemable at differ- 
ent places, is a chimera. To be "uniform" it is indispensable 
that it should be redeemed at some central points — say New 
York, Boston, and Philadelphia. 

3. That no bank commence business until the declared 
capital be paid up in full, with the right to increase such 
capital from time to time. 

4. That the forfeiture of the interest charged shall be the 
penalty for usury, except in the case of banks located at 
sea ports, which shall be permitted to collect the rate of 
interest agreed upon for discounting business paper having 
not more than ninety days to run. 

5. The stocks pledged for the redemption of circulating 
notes to be registered at Washington, and prohibiting by 
law the transfer thereof until such notes be redeemed. When 
thus registered, the certificates of stock, stamped on their 
face as not transferable except for redemption of the notes, 
could safely be returned to the custody of the bank, and 
thus avoid the lodgment of hundreds of millions of stocks in 
the hands of a single individual at Washington. Kecent 
frauds or defalcations in the Treasury prove this to be 
judicious. 

6. Congress to pass a joint resolution of both Houses, 
appealing to the State Legislatures to pass enabling acts for 
the state banks to organize under the United States banking 
system. 

7. State Banks organizing under the law, to be permitted 
to retain their own names. An unusual stretch of power has 
been exercised by the Secretary of the Treasury, for which 
there seems to be no authority in the law, requiring every 
bank to be known by "a number." This arbiti'ary rule is so 
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destructive to that individuality which gives rise to, and is a 
reward of, enterprise and skill, that it recalls the edicts of 
"uniformity" and "conformity" of benighted countries and 
times. Among savage or barbarous tribes, family names are 
unknown, and in semi-barbarous countries all that love of 
individuality which characterizes the progress of advancing 
civilization, is studiously repressed. It is to be hoped the 
Secretary will, upon reflection, retrace this step toward bar- 
barism, recall his numerical edict, and permit each bank to 
be known by something more expressive than a mere num- 
ber. Names are much more easily impressed upon the 
mind than numbers, and as the credit of the proposed banks 
may be endangered by attempts at fraudulent banking, it 
would seem desirable to add, or permit the use of, distinctive 
names, as much confusion must necessarily arise from even 
a single failure among the new banks having only one name. 
Uniformity of name already causes much confusion, in cities 
where more than one national bank has been organized, at 
the counters of banks, at the post ofl&ce, among messengers, 
express carriers, &c. The confounding of names by the 
public makes "confusion worse confounded" in financial 
dealings with such banks. In New York, for example. 
No. 1 is in the extreme southern portion of the city, while 
No. 2 is some miles in a northerly direction, and people 
mistaking one for the other are compelled to lose much time 
in correcting their mistakes, while the officers and employees 
of the banks themselves require all the patience and good 
nature of the most "good-natured-man" to get over the 
annoyances incident to being "known by their numbers." 
Were the Secretary himself, or the Comptroller of the 
Currency, or both, stationed at the desk of such a bank for a 
single business day, we should probably have within twenty- 
four hours thereafter, an "appeal to Congress" for an act 
abolishing the designation of the new national banks by 
"simple numerals," and requiring each to take "a proper 
name." 
8. The Treasury Department to exact security of each 
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bank for the public deposits lodged with it. Why should 
not a bank give that security which is required of the Assist- 
ant Treasurers ? It is contrary to every principle of sound 
government to sanction a system of finance that places the 
public money in the hands of parties not responsible to the 
government, without security; and if it be wise to exact 
security for the notes circulating in the hands of the people, 
it is no less so to require security for the money of the people 
lodged in the hands of the banking associations. 

These measures, promptly adopted by Congress, would 
render the proposed banking system more palatable than it 
now is to the people, who see in it a wild inflation and a 
disastrous monetary revulsion, to come upon them all at no 
very distant period. The first measure suggested is of vital 
importance to the national credit, for if all banks organizing 
under the law are to do so, without holding any coin what- 
ever, which is the case so far — and if State Banks, now 
holding specie, wind up and sell out their coin, preparatory 
to reorganizing under the law, without any specie — it is 
obvious that the coin will be bought up by commercial 
establishments for shipment to other countries (except what 
may be hoarded and that required for duties, to be paid out 
for interest on the public debt), leaving the whole banking 
system of the country in the anomalous condition of banking 
wholly upon paper. In the case of the State banks, which 
now hold specie, they cannot reorganize under the law with- 
out forfeiting their charters and selling their coin. Hence, 
the suggestion (No. 6) that both Houses of Congress, by joint 
resolution, appeal to the Legislatures of the States to pass 
enabling acts sanctioning the organization of the State banks 
under the national law, without compelling them to wind up 
their affairs and go into liquidation. In the case of banks 
already organized under the law, would it be suiBScient to re- 
quire them to retain for a certain number of years, or until 
it had reached a certain per centage of their demand liabili- 

2 
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ties, the coin paid to them by the government for interest on 
the public debt held by such banks ? 

Vin. The Secretary's Propogition for an Unlimited Deposit 
System, to be Worked by Discretionary Issues of Legal 
Te^der— Origin of the Legal Tender Scheme-'Vast 
Expansion Proposed by Writers in this Country and in 
England— Fate of the Bebel Currency— More of the De- 
ceptions practiced upon the Secretary. 

When Congress limited the right of the Secretary to re- 
ceive deposits on interest to the extent of one hundred mil- 
lions, it was stipulated that there should be held in reserve, 
to meet these deposits when called for, a certain amount of 
legal tender notes. This reserve, when used in payment of 
the deposits, becomes, to the extent issued, an addition to the 
volume of legal tender notes circulating in the hands of the 
people. How that reserve has been disposed of, and the 
practical working of this deposit system hitherto, are matters 
which need not here be explained. The Secretary now pro- 
poses to extend this deposit system, in these words : 

"The Secretary perceives no solid reason for retaining the 
restriction on loans, in this form, to one hundred millions 
of dollars. It may, as he thinks, be usefully removed. 
As the advantages of these deposits become better and more 
generally understood, the loan in this form will doubtless, in 
the absence of restriction, be largely increased, and the 
possibility for demands for reimbursements, beyond means 
to meet them, can be fully provided for by an increase of 
the existing proportion between deposits and reserve. — 
Such an arrangement, the Secretary inclines to think, would 
operate beneficially by increasing the amount of currency 
when unusual stringency may require increase, and re- 
ducing its amount when returning ease shall allow reduc- 
tion." (Page 16). He proposes, on page 18, "the repeal 
of the existing limitation of the deposit loan to one hundred 
millions of dollars, and the substitution of a provision for a 
reserve equal in amount to half the deposit." But he 
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appears to have wholly overlooked the situation in which 
he would be placed, should the public call for their deposits 
to an amount exceeding his proposed reserve ; in such a 
case, he could not stop payment and confess bankruptcy. 
He would be compelled to make legal tender issues equal to 
the public demand for the deposits ; aud hence it is evident 
that this proposal to create a deposit system without limit is 
in fact a proposal to issue more legal tender paper witlumt 
limit / 

And, yet, the Secretary appears to be wholly imconscious 
of the consequences of the measure he proposes, for on page 
17, he says : "The limit prescribed by law to the issue of 
United States notes has been reached, and the Secretary 
thinks it clearly inexpedient to increase the amount." No 
doubt he speaks the honest convictions of his heart. But 
others do not think with him. One writer, as late as September, 
1863, in a pamphlet issued in Philadelphia, advocates unr 
limited issues. The most extraordinary and persistent efforts 
have been made to induce the Secretary to go on with the 
issues of vast volumes of paper money, in one form or 
other, under the most specious disguises, ever since he 
entered upon the duties of his office ; and our only hope of 
being saved from such a ruinous course seems now to be the 
warning so opportunely given in the collapse of the seven 
hundred millions of paper money issued by the miserable 
leaders of the insurrection at Bichmond. It is difficult to 
trace those theories of paper money which have been so 
persistently urged upon Mr. Chase, and to so great an 
extent embraced by him, to their n^ost recent sources. 
They first appeared in France, under the direction of John 
Law, culminating in disaster and ruin to the French people 
in the early part of the last century. To Mr. McCulloch, 
the celebrated English writer on commerce and currency, is 
supposed to belong the credit or discredit of having revived 
them in our own time, by expressmg an opinion that the 
unjust influences of a paper currency might be partially if 
not wholly removed if it were isiaiued by or under authority 
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of government, and made a legal tender. This opinion 
appears to have been the cause of a powerful agitation 
that has sprung up in England and Scotland, extending to 
this country, if it did not originate here, in favor of unlimited 
issues of legal tender paper. Me. Alfred Lutwyche, of 
Birmingham, England, writing in December, 1856, proposed 
that the British Government should issue legal tender paper 
money in exchange for government consols, paying out the 
consols in exchange for the paper money, without any 
limitation. He also advocated at that time the unlimited 
deposit system now proposed by Mi\ Chase, giving precisely 
the same reason for its adoption. But Mr. Lutwyche, in a 
recent publication, admits that others had thought of the 
same measures, and urged them, before he proposed them. 
He says : 

"The author was not aware at the time he published the 
suggestion that any similar proposition was before the public, 
but it was pointed out to him by the late G. F. Muntz, that 
a plan very like it was proposed in a work, entitled "Cur- 
rency Self-Kegulating, " published in 1855, by Mr. 
McPhinn of Glasgow, and shortly after Mr. James Harvey 
of Liverpool, furnished the writer of this with a copy of a 
pamphlet, published in 1849, by the "Liverpool Currency 
Reform Association," in which is proposed a plan exactly 
the same as the one now re-submitted." 

But there is reason to believe that Mr. Erskine Hazard of 
Philadelphia, preceded the English writers, for in a pamph- 
let dated 26th September, 1863, he says he proposed, in 1839, 
that the United States Government should issue legal tender 
paper money, and communicated his views by letter to Mr. 
Chase, December 17th, 1861, as well as to Hon. Thaddeus 
Stevens, chairman of the Finance Committee of the House 
of Representatives. He says: "I do not know that either 
of these letters was received, as I have had no communication 
to that effect from either of the gentlemen to whom they 
were addressed. The only reason I have to suppose they 
were received is, that the phrase ^^ when presented in mvlti- 
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pkB of fifty dollar a^^ which was used in my letter, occurs 
in the law which was soon after hrought iefore Congress^ 

The extraordinary similarity between the plans of Mr. 
Hazard, and those of the English writers, and of Mr. Chase, 
is best illustrated in the following quotations from the 
writings of each: 

Mr. Hazard says: — "The funded debt absorbs whatever 

[legal tender notes] would form an excess of circulation 

The surest and safest reliance is the legal tender system 
extended so as to occupy the whole circulation of the coun- 
try The [legal tender] Treasury Notes are to be 

redeemed by bonds, and bonds are to be purchased by the 
issue of [legal tender] Treasury Notes." 

Mr. Alfred Lutwyche of Birmingham, England, adopts 
the following defence of this system, proposed by him in 
1866, from a paper issued by the "Liverpool [England] 
Currency Reform Association": 

"It may be objected that, under this system, the whole 
amount of the national [English] funds might be converted 
into money, and the country be over supplied. The Associa- 
tion have no such fears, as the demand for money is neces- 
sarily limited by the ability of employing it profitably, — 
the supply of it may be left to adjust itself to the require- 
ments of trade." 

In Mr. Chase's Eeport, December 10th, 1863, he defends 
this unlimited deposit system in these words: 

"Such an arrangement, the Secretary inclines to think, 
would operate beneficially by increasing the amount of 
currency when unusual stringency shall require increase, 
and reducing its amount when returning ease phall allow 
reduction." 

The deceptive character of these theories has been so often 
demonstrated, without convincing their advocates, that we 
shall owe our escape from their full application by Congress, 
at the present juncture, most probably to that great illustra- 
tion of their folly, which is now being enacted in the insur- 
surgent States, where sef^^en hv/ndred million of dollars of 
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currency, that was convertible into eight per cent, bonds, has 
sunk so low that, at last accounts from some of the cities yet 
held by the rebel chiefs, one dollar in real money would buy 
twenty dollars of it 1 Yet thiat money was convertible ! — 
convertible into eight per ceit. bonds! Why then has it 
gone the way of all such currencies? Is it because the 
Southern people, giviiig up all expectation of success, are 
ready for an unconditional surrender, and desire to prove to 
the world, by the very worthlessness of their money, that 
they had no heart in the rebellion, drafting their whole able- 
bodied male population only to be slaughtered by the armies 
of the Union? Or is it from the law of depreciation, in- 
herent in paper money issues? What is it has saved our 
financial system from heavier depreciation than we have yet 
experienced, but the limitation of the volume of the issues, 
the payment of the interest on our bonds in gold, the retain- 
ing of large stocks of gold in the country, and the collection 
of duties in gold? And yet, as if to destroy the last vestige 
of our safety, the gentleman (Mr. Hazard, of Philadelphia) 
who seems to have originated the United States legal tender 
measures, proposes in his pamphlet, already referred to, to 
dispense with gold altogether as a currency, to cease to exact 
it for duties, and to cease to pay it for interest on the bonds 
of the nation. He says, on page 3 : 

" It was a great mistake in Congress to make the interest 
on the United States loans payable in that medium (gold), 
for it was done on the popular fallacy, that gold was a hetb&r 
payment than legal tender notes." On the same page, he 
suggests how "the use of gold, in payment of interest and 
duties, could still be avoided to a great extent." 

One of the men of the Kevolution, writing at Philadel- 
phia in 1786, remarked : 

" It was horrid to see, and hurtful to recollect, how loose 
the principles of justice were let by means of the paper 

emissions during the war As to the romantic, 

if not hypocritical tale, that a virtuous people need no gold 
and silver, and that paper will do as well, requires no other 
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contradiction than the experience we have seen. Though 
Bome well-meaning people may be inclined to view it in this 
light, it is certain that the sharper always talks this language. 
There are a set of men who go about making purchases upon 
credit, and buying estates they have not wherewithall to pay 
for ; and having done this, their next step is to fill the news- 
papers with paragraphs of the scarcity of money and the 
necessity of a paper emission, then to have it made a legal 
tender, under the pretence of supporting its credit; and 
when out, to depreciate it as fast as they can, get a deal of it 
for a little price, and cheat their creditors : and this is the 
concise history of paper money schemes." 

The Secretary says : " Certainly there ought to be no dif- 
ference in favor of coin, when it is remembered that United 
States bonds, bearing six, or even five per cent, coin interest, 
are intrinsically worth — ^unless the theory of national bad 
faith, or national insolvency is to be admitted — ^more than 
their amount in coin, and yet such bonds can now be had for 
their amount in United States notes." 

What does the Secretary mean? He asserts that the 
United States bonds are "intrinsically worth" more than their 
amount in coin, yet they can be had for their amount in 
United States notes, being thirty-three and a third per cent 
(gold being at fifty premium) below their price in coin. 
Why are the bonds so low ? Because of the excessive issues 
of legal tender paper. As to mtrinsic worthy the bonds 
cannot be sold for c6in, except at a great depreciation — ^nor 
is any description of property sold for coin — ^and when 
people in Europe can send their gold here and get fifty per 
cent, more than its nominal price, in United States bonds, 
our own people must continue to bear the loss of thirty-three 
and a third per cent. Every article sells according to the 
market price, or the supply and demand, not altogether ac- 
cording to its supposed intrinsic worth. A large quantity of 
anything, yet to come on the market, naturally tends to keep 
down the price, irrespective of any apprehension or fear of 
the final insolvency of parties issuing bonds or obligations. 
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At one period the bonds of the State of New York, owing 
to the quantity put on the market, and not to any fear of the 
State solvency, sold at more than twenty per cent, discount ; 
and in the case of numerous failures of his new banks, and the 
offer of a large amount of United States stocks in the market 
at any one time to redeem the circulating notes of the banks 
failing, the same rapid fall in the price of United States 
stocks would naturally take place. 

The ideal term used by Mr. Chase, intrinsic worth, as dis- 
tinguished from 7'edl (money) value, has haunted the brains 
of all speculators on money from the time of Law down- 
wards. Now, this term, intHnsic^ior^^ is an abstract idea, 
as applied to the value or worth of United States bonds, 
which abstract idea becomes the Secretary's standard of 
value. Dugald Stewart has demonstrated in his work on the 
" Elements of the Philosophy of the Human Mind" (Chapter 
on Abstraction), that there can be no such thing, except 
in the imagination, as an abstract idea. This is certainly 
true, as applicable to all money values, therefore an ideal 
standard of value {vnt/rvnaic) is a thing inconceivable ; an 
actual commodity of known value is required as a stan- 
dard, distinct from the conception of something valued; 
it is this actual commodity (gold and silver) to which, 
in all cases, must be referred the degi*ees of value of all 
transferable property; government bonds are regarded in 
the market as mere articles of barter — as goods or chat- 
tels — and are bought and sold as such. The price of every 
article, or its value in exchange, is determined by the 
proportion which the supply bears to the demand ; if the 
supply is enlarged while the demand continues the same, 
the price of the article (United States bonds) must diminish, 
the depreciation arising, not from the credit of the govern- 
ment having become less, but from the quantity of govern- 
ment bonds having become too great. 
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IX. Deceptive Character of Paper Money— The Comptroller vs. 
The Secretary— Bninons Consequences Morally, Socially and 
Politically of Paper Money— Experience of Former Times. 

Although the Secretary seems inclined to think there is 
enough of paper money afloat, yet the unlimited deposit 
system which he advocates, and his great desire to get out 
the three hundred millions of new bank paper, are evidences 
of the deceptive nature of his own expressed views of paper 
money. The flood-gates once opened, where is the deluge 
to stop ? Ah*eady we hear it proposed to repeal the limita- 
tion of the new bank issues 1 to make them also v/nli/mited! 
Had Mr. Chase read the Report made to him, November 
28th, 1863, by his Comptroller of the Currency, he would 
have found the following language on pages 8 and 9 : 

"An increase in the circulating medium inflates prices. 
High prices require an increased (or increase of) circulation, 
and so they act and react upon each other, and there ap- 
pears to be no redundancy of currency, no matter how vast 
the volume may be, until a collapse takes place, and what 
was supposed to be real prosperity is shown to be without a 
substantial foundation." 

But the Secretary says, of his proposed unlimited deposit 
system, page 16, of hia ovm Report: 

" Such an arrangement, the Secretary inclines to think, 
would operate beneficially, by increasing the amount of cur- 
rency when unusual stringency shall require increase, and 
reducing its amount when returning ease shall allow re- 
duction." 

It is difficult to understand the Secretary's views of 
"unusual stringency," and "returning ease," at a time when 
the circulation of the loyal states has been increased, from 
one hundred and fifty millions, by the addition of four hun- 
dred millions of legal tender notes, and he is fostering the 
further issue of three hundred millions of new bank paper ! 
with gold at fifty per cent premium! 

In 1786, when this country had very recently passed 
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through the ordeal of a great iesue of paper money, an able 
writer said: 

"The evils of paper money have no end. Its uncertain 
and fluctuating value is constantly awakening or creating 
new schemes of deceit. Every principle of justice is put to 
the rack, and the bond of society is dissolved : the suppres- 
sion therefore of paper money might very properly have 
been put in the Act for preventing vice and immorality. 
Paper money is like dram drinking, it relieves for the mo- 
ment by a deceitful sensation, but gradually diminishes the 
natural heat, and leaves the body worse than it found it. 
Were not this the case, and could money be made of paper 
at pleasure, every Sovereign in Europe would be as rich as 
he pleased. But the truth is, that it is a bubble, and the 
attempt vanity. Nature has provided the proper materials 
for money, gold and silver, and any attempt of ours to rival 
her is ridiculous." 

"Money when considered as the fruit of many years' 
industry, as the reward of labor, sweat and toil ; as the 
widow's dowry and tlie children's portion, and as the means 
of procuring the necessaries and alleviating the afflictions of 
life, and making old age scene of rest, has something in it 
sacred, that is not to be sported with, or trusted to the airy 
bubble of paper currency." 

"As to the assumed authority of any Assembly in making 
paper money, or paper of any kind, a legal tender, or in 
other words a compulsive payment, it is a most pre-sumpt- 
uous attempt at arbitrary power. There -can be no such 
power in a republican government. The people have no 
freedom, and property no security where this practice can 
be acted ; and the committee who shall bring in a report for 
this purpose, or the member who moves for it, and he who 
seconds it, merit impeachment." 

The revolutionary tendencies of a debased currency of 
coined money, and of paper money, are established by the 
history of all nations. In our own history, there have been 
tremendous struggles of the people to get rid of the authors 
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and advocates of paper money theories, whether of bank 
paper or government paper. The same thing has been wit- 
nessed in several of the nations of Europe. The revolution- 
ary era of France had its dawn in the vast paper money 
schemes of Law. The debasing of the coined money, which 
is the same as issuing paper money, is stated to have been 
"one of the principal means of finally overthrowing the 
power of the Stewart family in Ireland," of which LdwncPs 
history gives the following account, so closely resembling the 
operations with paper money in our own time: "Brass and 
copper of the basest kind, old cannon, broken bells, house- 
hold utensils were assiduously collected; and from every 
pound weight of such vile materials, valued at four pence, 
pieces were coined and circulated to the amount of five 
pounds nominal value. By the first proclamation they were 
made current in all payments to and from the king, and the 
subjecti of the realm, except in duties on the importation of 
foreign goods^ money left in trust, or due by mortgage, bills 
or bonds; and James promised that when the money should 
be decried, he would receive it in all payments or make full 
satisfaction in gold and silver. The nominal value was 
afterwards raised by subsequent proclamations, the original 
restrictions removed, and this base money was ordered to be 
received in all kinds of payments. As brass and copper 
grew scarce it was made of still viler materials, of tin 
and pewter, and old debts of one thousand pounds were 
discharged by pieces of vile metal, amounting to thirty 
shillings in intrinsic value." 

One of the evils of paper money, it has been remarked, is, 
that it turns nearly all classes of the people into speculators 
and gamblers. In 1Y80, when the repeal of legal tender 
laws was up in the Assembly of Pennsylvania, Col. Bayard, 
the Speaker, being called upon to give the casting vote, 
said: "I give my vote for the repeal from a consciousness of 
justice ; the tender laws operate to establish iniquity by law." 
But in 1863, a writer in Pennsylvania argues that "on the 
exclusive legal tender system, the great difficulty will be to 
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keep up a national debt, not to pay it oflF." Evidently, he 
does not read the newspapers, else he would have known 
the fate of the rebel paper money. 

In recapitulating his measures, the Secretary of the 
Treasury says : 

"In these several ways may even such great evils as are 
brought upon us by rebellion be transmuted, by a wise 
alchemy, into various forms of utility. The Secretary has 
endeavored to use this alchemy, with what success the 
country will judge when time and trial shall have applied to 
his work their unfailing tests." 

Unfortunately, of his excessive issues of paper money, 
which were so uncalled for, and which could have been 
avoided had he put his stocks on the market, the following, 
from an old writer, will enable him to anticipate the judg- 
ment of his country : 

"I remember a German farmer expressing as much in a 
few words as the whole subject requires, 'Money u money 
and paper is paper.' All the invention of man cannot make 
it otherwise. The alchemyst may cease his labors, and the 
hunter after the philosopher's stone go to rest, if paper can 
be metamorphosed into gold and silver, or made to answer 
the same purpose in all cases." 

The Secretary has referred to the rise in railroad bonds 
from increased income, and in cotton from deficient supply. 
He overlooks the gambling in stocks of all kinds, prices 
rising one hundred or two hundred per cent., without any 
increased income; the numbers of people drawn from 
industrial pursuits, to become speculators in stocks, gold, 
produce, &c. — reminding one of that historical caricature, 
produced at Paris in the time of Law, having in the centre 
a portrait of Lord Quim)ampoix,*vdth.B,mottOy ^'axU Caesar^ 
aut nihiV^ A crown of peacock's feathers and thistles, 
presented by folly, bore the inscription, "I am the sport of 



*The great speculative transactions in funds and property at that period 
took place in a public street, the Rue Quineampow. 
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the wise and the foolish." Beneath the portrait was a 
smoking cauldron, which an attendant devil kept boiling 
with new supplies of paper; an "Operator" stood near, 
throwing handsfull of gold and silver into the cauldron, 
which melted and sunk to the bottom, and nothing returned 
but new scraps of paper; despair stood by, ready to seize the 
unfortunate wretch, as soon as he had completed his insane 
operation. 

Our large cities are witnessing the same phases of insanity, 
from our excessive issues of paper money ; but we have the 
satisfaction to know that Mr. Chase may, if he pleases, by a 
timely exercise of patriotism and wisdom, by calling in and 
reducing his paper money issues — ^means being at his com- 
mand, for effecting that object — ^reinstate himself in the 
affections of the people and become more illustrious in the 
best sense of that word, than any alchemyst known to 
history. His memory will thus escape that ambiguity 
which hangs around the character of the alchemyst of the 
middle ages, thus hinted at by Horaley : 

"Time was when I know not what mystical meanings 
were drawn by a certain cabalistic alchemy from the sim- 
plest expressions of holy writ." 

X. Financial Keasures of fhe SeoretarTH/aiues of the Failure of 
Some and fhe Success of Others— Aid of the Banks, and Suc- 
cess of fheir United Efforts—Attempt to Hake War on the 
Old Banks— Failure of the Attempt— False Friends of th» 
Administration— National Banking System Originated by 
the Sound Financial Policy of the City Banks— How the 
Kew System may be Made Successfol. 

Among the assumptions of the Secretary, not the least re- 
markable is that which prefaces the review of his successful 
measures, attributing to the Loan Act and National Bank 
Act, that revival of public credit which, by his own pre- 
ceding confessions, was mainly owing to the success of the 
army and navy in suppressing the rebellion. He confesses 
that the want of this latter success had depressed the public 
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credit, and as no new national banks had been organized at 
the time the public credit revived, it is evidently a great 
error to attribute that revival to the creation of banks which 
had no existence at the time the event occurred. It was the 
want of military success, the mismanagement of the War 
and other Departments, with the proposed deluge of legal 
tender paper money, which depressed public credit so fear- 
fully in 1861-62. Shameful incompetency, with all the self- 
conceit of ignorance, distinguished the early efforts of many 
of the officers of the government, immediately upon the ac- 
cession of the administration, in 1861. In the finances there 
was total paralysis, until the New York banks and merchants 
took hold of the negotiation of the loans, which they did as 
soon as the administration came into power, uniting the 
banks and capitalists of Boston and Philadelphia with those 
of New York in harmonious support of the government, 
until the Secretary, having secured one hundred and seventy 
millions of coin, not having the skill to organize a banking 
system in the Sub-Treasuries upon a reserve so vast — equal- 
ling that of the greatest banking institution in the world — 
by his policy broke the banks, suspended cash payments at 
the Treasury, and then proposed to supersede the existing 
banks with new ones, organized under his own immediate 
supervision, and subject to the Treasury Department. 

And I will here say, in justice to the offi,cers of the banks 
of New York, Philadelphia and Boston, that the union of 
these banks, and the inception and completion of the ar- 
rangements for making the loans to government, all originated 
with the bank officers. Mr. Chase was in no way the author 
of the movement. All he had to do was to come to New 
York and meet the representatives of the banks, and sign the 
requisite papers completing the loans. All that he did 
was to insist upon drawing their specie from them for the 
proceeds of the loans, which the most experienced bank 
officers told him must result in disaster and in the suspension 
of specie payments. This measure, so disastrous to all con- 
cerned, and the new banking scheme, altered from the New 
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York system, appear to be the only financial measures 
originated by the Secretary, which stand forth in bold relief 
before the country. 

In his internal revenue system he has failed as disastrously 
as he has in his currency theories. He was urged by mer- 
chants of New York, Boston, &c., to adopt an internal 
revenue tax upon sales of merchandise, calculated to give 
him one hundred and fifty millions a year, but instead of 
that we have a cotnpUcated system, employing an army of 
revenue olKcers, with one of the most expensive systems of 
assessorships, collection districts, &c., &c., that ever oppressed 
a tax-ridden people. That ridiculous and absurd "job" of 
engraving revenue stamps of the various sums for each and 
every kind of document, at a heavy expense to the 
country, prohibiting the use of any but the stamp designated 
for the document upon which it was made to be applied, is 
a fair illustration of that shameful ignorance governing our 
national affairs at the outset of our troubles. But the failure 
of his internal revenue is unquestionably owing more to the 
imperfect execution of the law than the failure of the re- 
sources of the people to respond to its requirements. Why 
is not the law enforced ? 

As to what he says of " vigor iu the prosecution of the 
war," and " economy in every branch of expenditure," whose 
fault is it that they have not been secured ? Is he not one 
of the governnynt, responsible for "vigor" as well as 
" economy ?" It is not possible for one member of a cabinet 
to escape the responsibility belonging to an administration 
of which he continues a member. If affairs go wrong, he 
should resign, if he desires to escape censure for the mis- 
management of his colleagues. He says : ** Nor is rashness 
in war vigor." To whom this alludes it is difficult to con- 
jecture. 

As to the " direct contributions" required from the people, 
they can only be secured by taxation, and if the customs are 
likely to fail in yielding enougii to pay the interest on the 
debt, the internal taxes can, by tegislation, be made payable 
in gold or its equivalent. 
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The great increase of debt which he deplores was easily 
avoided, to a considerable extent, had he chosen to refrain 
from paper issues, so that prices would have been kept down. 
Instead of twenty-two hundi-ed millions, on the 30th of June, 
1865, as it probably will be, he might have kept it at fifteen 
hundred millions by that date had he refrained from his ex- 
cessive issues of paper and put his loans on the market. 
But having broken the banks, there was not skill enough in 
his department to make the specie of the country available 
for a sound currency ; and now, much of our safety in the 
future depends upon the state of the crops and of the con- 
tinuance of peace in Europe, for we are almost at the mercy 
of the banks of England and France with our inflated paper 
system, the premium on gold liable to be urged up to high 
rates by the application of an increase in the rates of interest 
in England and France, or favorable crops in Europe drain- 
ing us of coin. The export of our coin continues in large 
volume, under that boasted "uniform- currency" which the 
Secretary lauds so highly, with gold at fifty per cent, pre- 
mium, and " green backs" quoted at thirty-three discount at 
San Francisco. In fact, we have had no "uniform currency" 
since his policy compelled the suspension of the banks. 

The pressing urgent necessity of "taxation" is well proved 
by what took place in 1861, when a Committee of Bank 
OflBicers, then assembled at "Washington, urged Congress to 
pass a joint resolution in favor of adequate taxation. That 
resolution revived public confidence instantly. 

The "sacred obligation that not one man should be wasted 
and not one dollar misapplied," is not generally felt as it 
should be, it is to be feai'ed, especially among those who 
have the making of laws governing expenditures. But the 
Secretary does well to remind his readers of it. There are 
other "obligations," however, which seem to sit lightly upon 
onr public men, and among these is one which he might 
have discharged by at least an acknowledgment of the servi- 
ces rendered to him and the goverment by the Banks of the 
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three cities, when, unable to move hand or foot, the govern- 
ment was exclaiming with the ancient Koman, 

"Help me Casaius, or I sinkl" 

he came to New York, was received so patriotically and so 
liberally supported. That dark hour of the country's history 
had only one parallel. That was in 1780, in the spring — 
memorable for the accumulated misfortunes which threaten- 
ed to overwhelm the young republic, or to strangle it in its 
infancy. Charleston, the key to the Carolinas, had fallen into 
the hands of the British. There was no money, very little 
credit, and much apprehension as to the future, especially 
in the army, where only the fortitude of "Washington, his 
pure patriotism, and unsullied character, with the holiness 
of their country's cause, restrained the men from throwing 
down their arms in despair ! It was the gloomy midnight 
hour of our revolutionary struggle. Washington wrote to 
the Legislature of Pennsylvania, which happened to convene 
at an unusual time — the month of May — at Philadelphia, 
the Congress not being in session. Washington's letter in- 
formed the Assembly, in substance, that notwithstanding 
the confidence he felt in the attachment of the army to the 
cause of the country, the distress which existed throughout 
the ranks for the want of every thing which men could be 
destitute of, had become so overwhelming, and the appear- 
ances of mutiny and discontent were so strongly marked on 
the countenance of the army that he dreaded the event of 
every hour. This letter was followed by despairing silence 
in the House. No one spoke for some time. At length one 
member rose. " If," said he, " the account in that letter is a 
true state of things, and we are in the situation there repre- 
sented, it appears to me in vain to contend the matter any 
longer. We may as well give up at first as lastP 

Another member, with more courage, observed : " Well, 
well, do'nt let the House despair, if things are not so well as 
we wish, we must endeavor to make them better." The 
House adjourned without doing any thing farther. What 

3 
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could they do? Members had come to the session with 
petitions from the people, asking to be released from pay- 
ment of taxes. No money in the treasury, the paper money 
depreciated so low as to be almost worthless. In fact, the 
public credit was wholly unequal to the awful crisis. The 
taking of Charleston let loose a large British force to return 
and join that at New York. Washington's army needed ten 
thousand more men at least, besides the actual necessaries 
of life. Happily, capitalists were found in Philadelphia 
equal to the emergency. Blair McClenaghan, an energetic 
merchant, took a subscription list, called to liis aid the 
celebrated Robert Morris, each subscribing " two hundred 
pounds in hard money," — the paper money had nearly gone 
under, — and they raised in all "four hundred pounds hard 
money, and one hundred and one thousand three hundred 
and sixty pounds continental," for bounties to promote re- 
cruiting. A general meeting of citizens was called. A 
bank was formed. By means of this bank the army was sup- 
plied through the campaign, was recruited and enabled to 
keep its ground. Robert Morris was appointed superinten- 
dent of the finances and perfected the organization of the 
bank as a national institution — the celebrated Bank of 
North America. Congress, when it met, did not have to 
receive and pass into law the request of a Secretary of the 
Treasury to supersede that Bank with new ones, upon a 
"pet system" of his own. No, on the contrary, acting on 
principles of patriotism and the public good, they cherished 
an institution whicli liad rendered such signal services to 
Washington and liis jirmy. Pennsylvania had found men to 
organize that bank, who were an honor to the state, and 
whose services the representatives of the whole Union were 
proud to acknowledge. That was in 1780. How like the 
history of those gloomy days of 1861, when members of the 
government at Washington, stood with their trunks packed, 
uncertain at what moment the rebel horde might take the 
capital and send them on their travels, the}^ knew not whith- 
er. Without money, or credit — without an army or navy — 
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treason on every hand — not knowing whom to trust— the 
merchants and bankers of the interior paralyzed — one great 
western banker, since elevated to high position in the treas- 
ury department, gathering in the gold into his coffere and re- 
fusing to exercise liis ability to aid the government. Then, 
in that trying hour, the merchants and bankers of New York 
came forward, with their aid and council, joined by those of 
Boston and Philadelphia, and dispelled the gloom! The 
country was saved ! And the Secretary of the Treasury was 
rescued, individually and officially, as no Finance Minister 
was ever rescued before. But the service appears to have 
not been worth an acknowledgment. Nay, the destruction 
of the very institutions which aided him and rescued the 
country from rebellion and anarchy, has been, ever since, 
apparently, his settled policy; for he even now in his present 
report, asks that they be absolutely prohibited from having 
any right to issue circulating notes, as provided in the 
national banking law, in exchange for stocks deposited at 
Washington, proving that he contemplates adding (new) bank 
currency to (old) bank currency, and augmenting the inflation 
of paper money. He also declares that the relinquishment of 
their names has been made by himself a condition of their 
reorganizing under his national law, while his Comptroller 
of the currency confesses that it is proposed to drive out or 
supersede all existing banks by the new ones. 

Why this war upon the old banks ? The people do not 
respond to it. It is absolutely restricted to the halls of the 
Treasury Department. Every effort to discredit the existing 
banks — all attempts to excite prejudice against them by 
charging them with sympathy with the rebels — intimations 
of partizan hostility to the administration — all these so per- 
sistently brought forward by the paper money speculators, 
who swarm around the Treasury Department like vermin 
on the banks of the Nile, have failed to make any impression 
upon the public mind. In fact the effort to get up a parti- 
zan feeling against the old banks is a failure. It is worse 
than a failure, it has proved to be a mistake I It was too 
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transparent, too childish, to be successful ! If there was any 
cause for the witlidrawal of their circulation, in order to give 
the government the whole field, they were and are prepared 
to second the proposition. No bank or bank officer has 
petitioned Congress against it. And as to the proposed 
national law, it is opposed mainly because of its affording 
opportunities for fraudulent banking — because its tendency, 
unless amended as proposed, must be to supersede the 
Bound systems of banking that were growing up in the 
principal cities, particularly in New York, with that un- 
steady, precarious and dangerous system which had so long 
oppressed and plundered our people, especially in the new 
states. It was this successful sound banking in the cities 
that has rendered the proposed national plan at all possible. 
Every state bank in the loyal states would to-morrow, mainly 
from motives of patriotism, reorganize under the proposed 
national law, if the state government would permit it to do so 
by an enabling act, and if the national law were amended as 
proposed, and so as to secure the proper individuality of the 
banks by name. There is no desire among any persons con- 
nected with existing banks, to deprive the government of one 
dollar of circulation which may be obtained for relief of the 
country by such bank reorganizing under the national law. 
It is true that opinions differ as to the practical benefits to 
result from the new law. But it may safely be asserted as 
the opinion of all the most experienced business men in all 
parts of the country, that the establishment of banks of mere 
circulation^ is an injury, not a benefit, to the country; and 
that whatever advantage, from selling stock to form the 
basis of such circulation, may result to the government 
from organizing and establishing such banks, is more than 
lost by the debasing of the currency and the reduction of our 
ability to meet taxation, arising from the increased use of 
paper money issued by such a bank. 

It is most assuredly a great advantage, if by adopting any 
measure the stocks of the government may be made thereby 
to rise in value. But if such measure be founded in a circu- 
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lating medium radically vitiated, tending to raise tt^ 
nominal, not the real, value of the funds, it is no longer en- 
titled to approbation. The Secretary boasts of creating a 
home market for our stocks by his measures, but really he 
has, by his issues depreciating the currency, made a premium 
of fifty per cent, on the money of the foreigner — being gold — 
sent here from Europe for investment in our securities ; and 
whenever we resume specie payments this loss to our own 
people will become more fully apparent to them than it is 
now, the present premium on gold making the interest ob- 
tained for loans appear larger than it will when that premium 
ceases. 

It has already been explained how the new national system 
of banking may be made safe and^successful, and if the so- 
called friends of the administration in the State Legislatures 
are real, not false friends, they now have it in their power to 
prove it by passing enabling acts to allow the old banks to 
reorganise under the new system. ]f^ay, more, if the ad- 
ministration, particularly the gentlemen in the Treasury De- 
partment, are really disposed to prove that they do not seek 
to add to the paper money circulation of the country by the 
creation of the new banks ; if all they want is to have the 
national government secure the sale of a sufficient amount 
of stock to form the basis of, or security for, the whole paper 
money circulation of the country, they now have the oppor- 
tunity to establish the fact beyond all cavil by favoring en- 
abling acts in the State Legislatures, and such kindred 
legislation by Congress, as before explained, as will secure a 
safe and practicable national system of banking. 

The true source of aid to the government is to be found in 
the accumulation of wealth by the people — in the savings of 
labor — in economy by individuals, by families, communities, 
and in the investment of such savings in the national loans. 
There can be, there is no other source of national wealth. 
Any system of '^alchemy" which seeks other modes of 
procuring wealth, is as delusive as the schemes of the 
ancient alchemysts, sorcerers and astrologers, and i& 
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to be classed with the tricks of the magicians. Benjamin 
Franklin expressed the whole secret of individual and 
national wealth in the homely phrase "save and have!" 
But people cannot save without a currency representing, at 
par with, or convertable into, the precious metals. That is 
impossible. All history proves this. The nation that relies 
upon a depreciated currency becomes debtor to every other 
nation and sinks into poverty and despicable weakness. 
True, a paper money may be so restricted as to be as valua- 
ble as gold, for it is in one sense the quantity not the charac- 
ter of a paper money which governs its value as compared 
with the precious metals and the currencies of other coun- 
tries. Mr. Chase has depreciated our currency by the 
excessive quantity he has issued, of legal tender paper 
money, upon the mistaken theory that by making money 
excessively abundant, the people would be forced to invest 
it in the government bonds of long date. Unfortunately for 
this theory, the very excess of the issues tended to weaken 
public confidence in the financial measures of the depart- 
ment, and also made it more profitable to use the money to 
speculate with, during the rise in prices created by each 
sucessive issue. Hence the tardiness with which the public 
entered into the plans of the Secretary for taking up his 
long loans; and the negotiation only became successful at 
last from the overwhelming victories of the army, presaging 
a speedy termination to the rebellion. As early as May, 
1861, he was earnestly solicited to have a "systematic and 
thorough appeal" made throughout the Union States, by 
Postmasters, newspapers, &c., in favor of subscriptions to 
the national loans, and with a view to avoid the excessive 
issues of paper money ; but he saw fit to confer upon certain 
favored individuals this important duty, rewarding them 
with lucrative commissions, which, however small on each 
hundred dollars sold, must have already amounted to 
immense sums, in consequence of the many millions to 
which the loan has been sold. 
Notwithstanding the vein of self-laudation in the Report, 
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leading one to infer that he has been enabled to supply all 
the financial resources needed by government under the 
legislation sought by him and passed by Congress, he was 
again compelled to apply to the banks of \\ie three cities, as 
late as September, 1863 — the very banks which his "national 
banking system," as explained by his Comptroller of the 
Currency, is intended to crush out of existence. Again those 
banks responded heartily to his call, and once more saved 
him from bankruptcy or ruinous delays in making the pay- 
ments of his department. Yet, in the Report which he pre- 
sented to Congress, at the opening of the session in Decem- 
ber, he again brought forward the project of " discrimina- 
tion" against these banks, and in "favor of the national 
associations," as if he had determined to drive the former 
out of existence, or so load them with taxation, in addition 
to the taxes already levied from them, that they must either 
wind up or go into the new system, alleging that the notes 
of the new banks are " capable, at no distant period, of 
being made equal to, and convertible into coin," but with- 
holding the fact, that the notes of the State banks were re- 
deemed in coin until he, instead of drawing upon them for 
his disbursements, and employing them as agents to make 
his disbursements, as the law provided, drained them of their 
specie. Had he, before he drew the coin from the banks, 
drawn upon them direct for tlie proceeds of the loans taken 
by them, and not transferred the coin of the banks to the 
Sub-Treasury, the coin would have remained in the banks as 
heretofore to constitute the foundation of the credit system of 
the whole country, individual as well as national. It seems 
almost needless to remark, that the drafts of the Treasury on 
the banks, as all business men know, were susceptible ot 
being transferred from hand to hand, like other instruments 
of credit : they would have been a transferable and trans- 
missible medium, circulating as a representative of value, 
available for all payments of the government, whether of 
largo or small amounts. By this plain method he would 
have saved the employment of the precious metals, and a 



40 

Very cheap instrument of payment would have been substi- 
tuted for a very expensive one. These drafts, being repre- 
sentatives of coin, would have served all the purposes of coin 
in the ramifications of our internal trade and commerce, and 
the final payment of them, as experience in banking proves, 
could have been adjusted at the Bank Clearing Houses with- 
out the removal of the coin from the banks. Nay, more, 
they would have been converted into cash on presentation at 
the banks, and on the faith of this convertibility they would 
have passed as cash. The public had full confidence in the 
banks, and would not have made a run upon them for gold, 
knowing that the paper of the banks and the drafts upon 
them were secured by ample funds. There would also have 
been another immense advantage gained by this method of 
using drafts for government payments instead of specie, in 
the diff'erence between a quick and a slow circulation, which 
Mr. Chase does not seem to have thought of. "The quantity 
of money necessary for performing a certain number of ex- 
changes in a certain time may be considered nearly as in the 
inverse ratio of its velocity of circulation ; whatever, there- 
fore, tends to accelerate the general rate contributes to econo- 
mise the necessary quantity :" so that if from any cause the 
rate of circulation be impeded, as it is in the case of em- 
ploying and transporting the precious metals, a much larger 
quantity of money is required. If we take the single case 
of a city, as London or New York, it would be utterly im- 
possible to transact the monetary affairs of either, at their 
present volume, if coin were exclusively used. There would 
not be room enough in the public streets for the wagons, 
carts and drays that would be employed in carrying the coin 
through the city, to and between the banks, railway stations, 
steamboat landings, and the offices and counting houses of 
the merchants, bankers and traders. Yet it was upon this 
eystem of carting and hauling specie for his payments that 
the Secretary commenced to manage his department, and 
continued for several months to manage it, at the breaking 
out of the rebellion. Hence the draining of the banks, to 
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the extent of one hundred and seventy millions of coin by 
the Secretary. It is impossiblcj therefore, that the new sys- 
tem of banking can be successful, unless it is so managed, 
and so directed by the legislation of Congress, as to bring us 
back nearer to the specie standard, and this is only to be 
done by contracting the paper issues, the revulsion that 
must ensue will not be so severe, if the Secretary so guides 
it as to make it gradual, as is generally apprehended ; for we 
have already witnessed a fall in gold from seventy-two per 
cent, premium to twenty-one per cent, within a few months — 
less than a year — without serious injury to the general public, 
the principal sufferers being those immediately interested in 
speculations in that metal. 

XI. The Financial Eevnlsion to come from excessive issues of 
Paper Money.— Can it be averted or its severity mitigated?— 
Suggestions for mitigating it. 

That an over issue, or an excessive issue, of paper money 
produces a financial revulsion, sooner or later, is a well 
established law of finance. So far as the excessive issues 
of the paper money of government may cause such a revul- 
sion, the apology of imperative necessity is the only real 
defence that Mr. Chase has to offer, and it is his best de- 
fence, because it is patent to every man that the issues have 
been excessive and the arguments of the Secretary to the 
contrary are contradicted by the facts. The Department 
had not sufficient skill in finance to organize the Sub-treas- 
ary to meet the crisis. So far as the paper money of the 
banks is concerned, that has remained nearly uniform, but 
it would be a great benefit to the country if by any lawful 
means the creation of more banks of issue could be pre- 
vented. Banks of issue are not required. There is really 
no necessity for having another one established. There are 
already too many ; for the influence to be exerted by 
creating more bank note currency must be an extension of 
the inflation of paper money, and the consequent increase of 
ruin and disaster — and the increase of pauperism and 
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crime — which will accompany or flow from the terrible 
revulsion that must ensue. To avert this revulsion, or to 
mitigate its severity, would seem to be <^reatly within the 
power of the Secretary. The first mode is to use his influ- 
ence, and [procure the assistance of Congress and the state 
legislatures, in favor of organizing all tlie state banks, with 
their present names and existing assets, under the general 
law, with specie reserves, and under the regulations already 
suggested. These banks could then transform themselves 
into National Institutions, withdrawing their present circu- 
lation and replacing it with that secured by United States 
stocks. By this course we may avoid a repetition of that 
deplorable rivalry which was witnessed in the case of the 
last United States Bank, of Pennsylvania, and the "Pet 
Banks," which culminated in the disastrous revulsion of 1837. 
In the course which we are now taking, by organizing 
new national banks to add to the circulating medium, we 
are only impoverishing ourselves, exactly as every country 
that relies upon paper money in excess, impoverishes itself to 
the enriching of the countries having a currency regulated 
by the precious metals. We have seen this already in the 
case of England and France, which are steadily draining us 
of the precious metals, and thus undermining the foundafion 
of our whole financial superstructure. People say: "no one 
can eat gold — let it go — we can get along very well without 
it — we can do with paper." True, we cannot eat gold, but 
the people we send our gold to, principally for luxuries, are 
able with that gold to supply themselves with wealth, or the 
elements of wealth ; and as to our getting on very well 
without gold, we have seen the consequences of such asser- 
tions in the ruin of the rebel finances at Kichmond. Again, 
we have very recently found ourselves disappointed in the 
volume of our exports, the late plentiful harvests in Europe 
having reduced the exchangeable value of our grain, and if 
another similar harvest should be enjoyed by Europe next 
season, coincident with a falling off in our own from the 
withdrawal of so many of our people from productive Indus- 
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try, what is to be the consequence of the drain of the pre- 
cious metals lasting so long ? To stop this drain as soon as 
possible should be the earnest aim of the government. It 
can be stopped to some extent by getting forward the pro- 
ductions of the reclaimed states, especially the cotton and 
sugar. If we can secure this year only one million bales of 
cotton, leaving out of count the sugar of Louisiana, that 
quantity at present prices would equal in value the four 
millions of bales we have been accustomed to export in 
former years, from the crop of a single year. Hence the 
great importance of moving vigorously with our military 
and naval force in the occupation of as large a part of the 
cotton growing region as possible. 

Another source of internal development is the encourage- 
ment of immigration : our recovery from the revulsion of 
1837, was greatly owing to this element of industrial power ; 
and so far as government can legitimately extend its aid, it 
should do so, to encourage the emigration thither of the 
surplus labor of other countries. 

But it is upon the course of the Secretary that we must 
rely in a great degree for averting or mitigating the financial 
revulsion for which his excessive issues of paper money are 
preparing the way. By contracting or holding back his paper 
issues, as he receives them in payment for long bonds, he can 
divert the whole savings of the country from all other classes 
of permanent investments into the national loan, while, with 
his interest-bearing notes — which ought not to have been 
made a legal tender — he may absorb a considerable portion 
of the floating capital, if not the whole of it. In this way 
the people may be prevented from that resort to the credit 
system so fruitful of revulsion ; and it would be, in the pre- 
sent state of the country, a great favor to the people to pre- 
vent abuses of the credit system. Every man should now 
try to get out of debt, and keep out of it. By doing so he 
confei-8 upon the nation the power of using all the available 
credits for the war. 

As to the interest*bearing legal tender notes, it is extremely 
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desirable that they should be introduced upon the market in 
small quantities, and at the longest possible intervals ; for I 
apprehend that the making of them a legal tender, with their 
introduction in large volume at any one time, will produce 
the same eifects that would follow the addition of a similar 
quantity of notes not bearing interest. For some months 
after their issue they will undoubtedly be used as money. 
Tliis would have been avoided had thev not been made a 
legal tender, and I trust that Congress will consider the pro- 
priety of abolishing this characteristic as regards the amount 
not yet issued ; for, in case of a great demand for money, 
they are liable to be circulated at their face value, regardless 
of the interest upon them. In France, when the assignats 
were discredited, resort was had to the issue of mandats, 
bearing interest, in the hope that these latter would be with- 
held from circulation for the sake of tlie interest, but that 
hope failed, and the public used the mandats as a circulating 
money, thus hastening the final catastrophe which overtook 
the finances of the nation. 

If it be deemed advisable not to exact the interaal revenues 
in coin, now that the interest payable in coin upon the public 
debt approaches the sum total receivable in coin for duties 
on imports, it may be expedient to provide for paying the 
interest in legal tender paper upon loans hereafter authorized, 
although it would be more conducive to a high state of public 
credit to exact all the revenues in coin, or its equivalent, and 
pay the interest on all kinds of public securities with coin. 
We shall lose prestige, as a nation, by every departure from 
the true policy of paying our interest in the currency of the 
world — the precious metals. If the resumption of specie 
payments upon all obligations of the government be deemed 
impracticable, except at a very remote period, by limiting 
the amount of interest payable in coin to an ainount nearly 
corresponding with the customs' duties, issuing other debt 
bearing interest in paper, resumption at an early day might 
be facilitated, although it is somewhat doubtful if it would. 

Much has been said about preventing our securities from 
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going into the hands of foreigners, and it ia Btrange, if all 
that has been said were intended to be taken as it Eeems to 
have been meant, that Congress has not been requested to 
pass an act to prevent foreigners buying any of oiir national 
securities. Now, the case of a new country, requiring 
capital, is very different from that of au old country, having 
a surphis of capital. If we did not require capital to de- 
velop our vast resources, then it might be an evil to have 
foreignere send their capital here; but as we get capital from 
them, and they draw only the interest from us, and as we 
liave the use of the capital while it remains with ns, the ad- 
vantage must be in our favor, so long as capital can be 
profitably employed among us. Those who scout the idea 
of permitting foreigners to invest in our national loans, seem 
to forget which side of the Atlantic they are on, as the cir- 
cumstances which would justify their conclusions would re- 
quire us to be on the other side of the Atlantic, putting 
money in American securities, and not on this side of the 
Atlantic, receiving the money of the older nations which 
have excessive accumulations of capital. To complain tliat 
foreigners will draw interest from us on capital loaned us, 
" ia like a miller complaining, in a season of drought, that so 
much water runs into his mill-dam that some of it runs over," 
Besides, is it not true, that where people's treasure is, there 
will they feel a desire for the prosperity of the people ? and 
thus, by uniting the people of other countries to us with our 
debt, wc gain tlicir good wishes. 

Xll. Importance of a Sound Currency, Equal To, oi Based Upon, 
file Precious Metals— lUuBtrations, Ezamplei, &o.— The 
Olorioiu Froapects of Our American Fntnie— Conclnaioii. 
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found that the nations which absorb and hoard most of the 
money of the world are, and always must, remain the poor- 
est ; and that those nations are the richest which keep their 
stocks of money sufficiently limited to prevent their markets 
being the best of all the world to sell in, and the worst of all 
the world to buy in. No device of man has been able to 
perfect any kind of money, to accomplish the best objects 
of society, except that composed of the precious metals, or 
equal to, or i-epresenting these, or convertible into them on ^ 
demand. These metals constitute a standard of value inde- 
pendent of the will or caprice of any man. The measure 
of their value is the quantity which the Creator has made in 
the earth, accessible to human labor. The stamp on a piece 
of coin does not add to its value, but only to its convenience 
for use. Take away the stamp and the value remains. iSot 
so with paper — it is too plentiful — it can be had for a trifle. 
It has no value in itself. 

Fraud and oppression have generally characterized paper 
money. Scheming knaves have used it to cheat the public 
or defraud their creditors; and even honest people, compelled 
to submit to its use, are made the instruments of adding to 
its iniquitous power, by their efforts to get rid of it, in ex- 
change for tangible property, so as to avoid being the last to 
hold it when the crash comes. At the present moment we 
see our people, under the influence of an expansion of legal 
tender paper, speculating wildly in property of all kinds, 
each one trusting that he will be luckier than his neighbor, 
and not get caught with fictitious values in a falling market, 
when the revulsion sets in. We thus see the phenomena of 
the gambling saloon in all our marts of trade and finance. 
It is a lottery of property, on a vast scale ; as Thomas Jef- 
ferson said : " paper money makes a lottery of all private 
property." • 

Although banks have frequently improperly expanded 
their issues, and thus depreciated the currency, yet there is 
a wide distinction between paper money that is payable in 
coin on demand and that which is not so payable. In the 
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case of bank p&per, the banks are compelled, unless govern- 
ment frees them from the obligation, to procure and keep 
gold and silver to pay their notes with, and if these are not 
in the country, the banks send to other countries and bring 
them here. But in the case of a government paper made a 
legal tender, not redeemable in coin, the gold and silver 
money are driven out of the country by it. Paper, not re- 
deemable in coin, is therefore the dearest or most costly kind 
of money that a nation can use, because it drives away the 
real money, which is so ranch wealth lost to the country, 
since the people must bring it back again, or procure an 
equal amount of it in exchange for an equal amount of wealth, 
before the currency can be restored to its sound and safe 
condition. It is evident, therefore, that no government, 
which consults the true welfare of the people, will persist 
long in forcing them to use an irredeemable currency. It is 
the boast of our republican system of government, that it 
unites authority with usefulness ; in brief, that it is made for 
the people. Under monarchial and despotic forms, govern- 
ments too often act upon the principle that the people are 
made for the ruler or his dynasty. Hence the abuses of au- 
thority under the latter, and the sedulous regard for the 
welfare of the people under the former. 

Dr. Bollman, depicting the state of affairs in the south of 
Germany, half a century ago, when the depreciated paper cur- 
rencies fluctuated twenty or thirty per cent, in twenty-four 
hours, remarked : "As soon as it ( the currency) begins to fluc- 
tuate we find the prices of all commodities unsettled. Con- 
tracts on time can no longer be entered upon with any degree 
of safety. Tlie doubtful state of things paralyses the usual 
business. As depreciation makes progress, conscientious- 
ness and delicacy of conduct, whenever property is con- 
cerned, vanish. Good faith in trades exists no longer. The 
moral principle, to which steadiness and order are alone 
congenial, gives way. Men in oflSce conceive that they have 
a right to indemnify themselves by indirect means for the 
loss they sufier in consequence of the diminished value of 
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their appointments. Men in business seize every advantage 
they can to repair past losses, against which they could not 
guard, or to make provision against those with which they 
conceive themselves threatened. The practices of cheating 
and overreaching spread. Establishments requiring large 
investments, and of which the returns are late and gradual, 
languish, and are at last discontinued. All important 
operations of distant emoluments are neglected. The whole 
nation seems at last to exist only from day to day. All is 
gambling. A mean traffic, and paltry speculations in the 
depreciated currency, are the prevailing pursuit. Character 
gives no longer credit. Honesty is useless. A total per- 
version of all rule obtains. While fair men suffer, bad men 
thrive. Brokers and usurers fatten on the diseased body 
politic. Magistrates become now habitually corrupt ; 
justice venal, and protection uncertain." To this state of 
things — traced in still bolder features in France and in 
England, as well as parts of Germany — we are now verging, 
with this difference, that all commodities among us have 
become subjects of wild speculation, while the currenc}" 
itself, being a legal tender, remains apparently of one uniform 
value, although it is really the thing that fluctuates in 
value and causes all other things to follow in its path. 

We are now congratulating ourselves upon the great ap- 
parent prosperity of the country, and organizing new banks, 
precisely as the English did in their struggles with the 
French, when, in seventeen years, between 1793 and 1810, 
they increased their banks from two hundred and thirty in 
the former year to seven hundred and ninety-six in the latter, 
the paper money increasing from about thirteen millions in 
1795 to nearly twenty-nine millions in 1814. The failures 
which took place in 1816, and again in 1825, proved how 
disastrous had been the inflation. Shall we go on in the 
same path, creating new banks and inflating our currency ? 

An abundance of paper money is erroneously, by some 
parties, supposed to reduce the rate of interest, and the Sec- 
retary in his Report, speaks of the average rate he is paying 
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on the public debt, " without regard to the varying margin 
between coin and notes," as less \h2in four per cent, in Oc- 
tober last. In point of fact, however, gold being at fifty- 
premium, he is paying nine per cent, on his six per cent, bonds ; 
and his one year Qertificates, being at two per cent, under 
par, yield at the market rate eight per cent, per annum ; and 
in estimating his increasing debt, he overlooks the high 
prices incident to the excessive issues of legal tender paper, 
as one of the main causes of the large increase of the national 
debt. Indeed, he seems to view the distribution of these 
notes as an element of " national unity and national strength," 
because, as he states, " every holder of a note or bond, from 
a five cent, fractional note to a five thousand dollar bond, 
has a direct interest in the security of national institutions, 
and in the stability of national administration." Now, to 
assert that the patriotism of the people required the excessive 
issues of legal tender notes in order to give them this " di- 
rect interest" in the country's welfare, betrays a distrust of 
that patriotism, which the Secretary, on mature reflection, 
will, no doubt, readily disavow ; for no where, in all the his- 
tory of our race, have people evinced so much patriotism in 
pouring out their life-blood as well as their treasures, in sup- 
port of their nationality, as have our people of the loyal 
States in this struggle with an infamous rebellion. 

In that part of the report of the Secretary, relating to the 
legal tender notes, he says: "For the first time in our 
history has a real approach to a uniform currency been 
made ;" and that it "is every where acceptable." We once 
had a uniform currency of gold and silver, as there now 
exists in Oalifornia, where the Secretary's currency which 
he terms "uniform," is quoted at thirty-three per cent, below 
par. It is unquestionably true that the depreciation of the 
legal tender paper is nearly uniform, as far as notes of the 
same denomination are concerned. But it is very evident 
that the lofty estimate which he makes of the practical 
benefits of the legal tender currency, issued in such excess 
that it fluctuates in value every hour of the day, as compared 
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with gold and silver coin, is one of those visions by which 
men have been so often misled in the enthusiastic pursuit 
of a favorite theory. It is the very essence of money to 
possess intrinsic value, and on this account the precious 
metals have been adopted by the common consent of man- 
kind, as a general medium of exchange, or universal equiv- 
alent. It is not requisite to have so much coin in a country 
as to make all payments in these metals, although -this seems 
to be a view of tlie Secretary, who pleads the urgency of 
having "money" to make his payments with, so completely 
is he unacquainted with the business of banking, in which 
checks, drafts, bills of exchange and book accounts are 
made to perform the functions of money ; and had he been 
familiar with these details of the practical transactions of 
finance, he had in the one hundred and twenty millions of 
coin which he drew from the banks, a basis for the whole 
currency of the country ; the foreign exchanges at that time 
were all in favor of this country, and gold was coming to 
us from other nations.* The use of coin is to redeem the 
notes brought in for payment, and thus preserve the circula- 
tion equal to coin, so that the holder of a note should always 
have the option of exchanging it for coin at pleasure. To 
satisfy this option, experience shows that it requires only a 
moderate portion of coin, compared with the whole currency; 
for the holder of a note payable in coin is generally satisfied 
if he can obtain for his note a quantity of commodities 
equal in value to the quantity of the precious metals specified 
in it. 

The Secretary also expresses his gratification at the de- 
cision made by the Court of Appeals of New York in favor 
of the constitutionality of the legal tender act. Let us con- 
sider the situation to which we may be reduced, should the 
Courts of the United States confirm that decision. All 

* In the speech of Mr. Chase, at Indianapolis, published in the National 
Intelligencer of October 20, 1863, he said: "I borrowed all the gold there 
was in the country. In this way I obtained about one hundred and seventy- 
five millions of dollars in gold.** 
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property and contracts would at once be governed by the 
increase or diminution of the Secretary's issues ; there would 
no longer be any other measure of the prices of property, 
the monetary standard of value would become the will of 
the Secretary, and his individual decisions, as to whether he 
should call in or let out his issues, would become the standard 
of the value or the measure of the wages of the labor and 
the property of every man, woman and child in the country. 
There would not be any substance, measure or weight of any 
kind to which the paper money could be referred as to its 
value. There would be no commodity of intrinsic worth for 
the correction of the quantity of paper issued, or for the 
maintenance of its value. The paper dollar, in legal tender, 
might one day be worth sixty cents and the next day only 
fifty, or go down, under excessive issues, should Congress 
repeal the limitations, so as to deprive the working man of 
half the reward of his daily toil and individuals of half their 
property ; for the moment we abandon the precious metalg 
as the constant standard of reference, there is no limit to the 
degree of depreciation to which paper circulation may in 
time be expected to descend. Therefore, if the principle 
which Locke — book on government, page 236 — states be just, 
" that the preservation of property is the great end for which 
man enters into society" — if men in society have a right to 
their property, and the laws of the community confer upon 
them that right — nobody has a right to take any part of it 
from them without their consent ; and if this be the prin- 
ciple which ought to regulate intercourse between man and 
man, how much more ought that principle to be observed by 
the Legislature itself, to whom has been committed one of 
the most sacred of all trusts, and whose breach of any sound 
and salutary principle will be the more criminal, in propor- 
tion as such breach will be more extensively mischievous. 
A distinguished writer has expressed himself with peculiar 
emphasis on this point. He says : " It is evident that every 
rise (from the excess of paper circulation) in the money price 
of commodities is, in other words, a fall in the commodity 
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price or exchangeable value of money. It is likewise estab- 
lished by experience, and before actual experience might 
have been inferred from the nature of the thing, that every 
depreciation of the value of the circulating medium is ac- 
companied with much inconvenience and distress 

The value of monied capital is diminished, and the livelihood 
is injured, of all those persons whose income is limited to a 
fixed sum of money. . . . . The grossest injustice 
likewise must unavoidably ensue with regard to the per- 
formance of all contracts previously agreed on." 

Josiah Quincy wrote to Genl. Washington, November 27, 
1780 : " To restore the credit of paper by making it a lawful 
tender, by regulating acts, or by taxes, . are political 
maneuvres that have already proved abortive, and for this 
obvious reason, that in the same proportion as ideal money 
is forced into currency, it must, from the nature of every 
thing fraudulent, be forced out of credit. I have said ' from 
tlie nature of every thing fraudulent^ because I am firmly 
of the opinion, and think it entirely defensible, that there 
never was a paper pound, a paper dollar, or a paper promise 
of any kind that ever yet obtained a general currency but 
by force or fraud ; generally by both." 

Theories of law, which would sustain the constitutionality 
of these issues of legal tender notes — put out in unnecessary 
volume, and causing a suspension of specie payments — ap- 
pear to be of most dangerous tendency. Even when gold 
was down to twenty-one per cent, premium, the Secretary 
refused or neglected to put his loans on the market, call in 
his issues of green backs, and maintain the legal tender cur- 
rency so near the value of coin. And it is a standard of 
value or currency thus regulated which our courts are re- 
quested to sanction ! 

Even that publicity of the quantity of his issues, which is 
usual in other countries, and which he insists upon exacting 
from the banks — page 21 — has been withheld. The four- 
teenth section of the Act of Congress, approved December 
23, 1857, makes it the duty of the Secretary of the Treasury 
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to cause a statement to be published monthly of the amount 
of treasury notes issued and paid or redeemed, showing the 
amount outstandinc: each month. This section has been re- 
enacted in every bill to provide Ways and Means, and as 
recently as the 3d of March last. Why has the Secretary of 
the Treasury not complied v^ith it? No one can deny the 
utility of such a statement. It would be a guide to the 
various fluctuations in the rise and fall of the precious metals 
to every person engaged in active pursuits, and enable our 
own people to shape their business so as to avoid losses, 
which, in the absence of such intelligence, they are com- 
pelled to sufi'er, generally to the profit of foreign bankers, 
whose sources of information at the seat of government are 
too often better, in the absence of publicity, than those ac- 
cessible to our own people. It has always been a feature of 
despotic governments to withhold information from the pub- 
lic, but as favorites can obtain such information indirectly, 
the only eflfect of such a course is to place the whole com- 
munity at the mercy of the favorites of government. 

The steady advance in the price of gold is wholly in con- 
sequence of the inflation of the currency; for bullion, like 
all other commodities, becomes dear in proportion as the cir- 
culating medium — like an extravagant issue of paper money 
which supplants it — is rendered abundant and cheap. An 
excessive issue of paper money acts upon prices of bullion, 
and all other commodities, precisely as if the coined money 
were reduced in value, which was the fraudulent course pur- 
sued by the governments in the dark ages ; when pressed for 
money, they called in all the coin they could procure, and, 
in the peculiar phraseology of those times, they proclaimed 
" a rise in the standard," making a smaller quantity of pure 
metal in each pi6ce. Some of the current coins in Europe 
have thus been reduced to a fifth or sixth of the quantity of 
pure metal which they once contained. 

It is supposed that an excessive inflation of paper money 
not only reduces the rate of interest but also keeps up the 
prices of government securities. In the case of England, 
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before the bank suspended cash payments, in 1793, the 
government three per cent, stock sold at ninety-five, and in 
1797, after the suspension, having depreciated more than 
fifty per cent., it sold at forty-six, in the depreciated currency, 
while the loans negotiated during the suspension of cash 
payments were at very heavy discounts. In our own case 
we see government stocks (five-twenty bonds), at " par," al- 
though the high premium on gold secures the equivalent of 
nine per cent, per annum interest upon them ; and gold 
being at fifty premium, the five-twenties really bring the 
government only sixty-six in coin, or its equivalent. 

in New York the rate of interest, having fiuctuated v^ry 
much, has recently advanced to as high a point as if usually 
attains under a specie currency; and in the case of all infla- 
tions of paper money, the demand for money during the in- 
crease of prices, tends to keep up the rate of interest to the 
highest point. Hence the constant demand for more issues 
of paper which prevails at such periods, the advocates of 
further issues contending that the high rate of interest is 
positive proof of the necessity for creating more and more 
paper money. 

In addition to what has already been said of the impor- 
tance and utility of a specie currency, it may be observed 
that as a protection to home industry — as a permanent 
measure of value for the wages of labor — it is preeminently 
desirable. It has unfortunately been too often the case, that 
all our efibrts, as a people, to organize profitable systems of 
home industry have been defeated by paper currencies, 
which have made us, by their infiations, incapable of supply- 
ino" ourselves with many descriptions of manufactured goods 
for which we needed no other protection than that found in 
a sound and uniform currency. The losses through bank- 
ruptcy and unfortunate speculations, created or fostered by 
our paper currencies, have been frightful ; and if it should 
prove, as the Secretary seems to desire, that the rebellion 
of 1861 shall be the means of securing to the American 
people a sound and permanent currency, I do not hesitate to 
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say that it will have been cheaply purchased by a national 
debt of even two thousand millions of dollars; but the 
deplorable loss of life, incident to the struggle is a terrible 
calamity for which the wicked authors of the rebellion will 
be held infamous throughout all time. Those of our people 
who have sacrificed their lives in defence of the country and 
the union, have bequeathed to their posterity a legacy above 
all price, and I trust that in addition to pensions to their 
surviving families, or dependents, "a merit roll offreedom^^ 
will be established at an early day, on which their names 
may be inscribed, and their memory perpetuated, not only 
in the records of the government at Washington, but in the 
records of the states, cities, towns and wards from which 
they volunteered. 

I remember with what patriotic gratificatioii a very near 
relative cherished the recollection of his having served in 
the war of the Revolution ; and had he transmitted no other 
memento than tjiis to his posterity, it alone would have 
been suflicient to constitute a legacy of patriotic renown 
more valuable than the greatest estates, or the richest 
treasures of gold and silver. So it will be with every man, 
and the relatives or descendants of every man, who has 
taken part in the present struggle for our national life : that 
service will be enough to immortalize liim ; for out of the 
toils and trials of this great calamity, there is to my mind 
no reasonable doubt that our country will emerge, regen- 
erated and disenthralled, to enter upon a new career of 
prosperity and greatness, under the blessing of Providence, 
far surpassing anything known in our past history, glorious 
as that has been. Unhappily for us, the administration of 
our government was, in many departments, in hands wholly 
inexperienced, but I believe patriotic; and the wicked con- 
spirators against our nationality calculated, doubtless, that 
this very inexperience would prove advantageous to their 
schemes, as it has to some extent, but what the administration 
has lacked in skill, has been more than made up by the 
patriotism of the people and the personal integrity of the 
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President himself. We happily soon got rid of the early 
niismanagement of the War Department, and it may 
be hoped that the Treasury Department and the finan- 
ces will yet be brought back to what the teachings of skill 
and the dictates of patriotism require. It cannot be dis- 
guised, however, that the administration has been unduly 
sensitive to criticism, and in dealing with citizens who 
differed with them as to the best mode of conducting the 
government, there have been manifested, too often, intoler- 
ant sentiments, particularly in classing dissentients from 
government policy as sympathizers with the infamous rebels. 
Party spirit and party prejudices have been fomented by 
the distribution of patronage, men of undoubted patriotism 
having been proscribed for difference of political opinion. 
It was unhappily true that the majority of the rebel leaders 
had been the companions and associates of the opposition 
party in the loyal States. But, in 1861, at the breaking out 
of the rebellion, party ties were disregarded by all promi- 
nent citizens of the loyal States. We were all united in 
April, 1861, when the conspirators seized Fort Sumter. 
The divisions that have since sprung up, may in great 
measure be traced to the attempt to administer the Govern- 
ment upon partizan principles, the turning out of ofiice 
of brothers or fathers of men serving in the army, the re- 
moval of faithful officers, to make room for partizans, and 
appeals to the cupidity of mankind in the distribution of 
official patronage, to secure partizan support to individuals 
high in the management of national affairs. Among the 
wonderful incidents of the time, none is more extraordinary 
than the number of foreign missions, executive offices, &c., 
lavished upon the reporters of the press, " those gamins and 
good fellows of literature ; fellows of inexhaustible resources, 
who carry their wits literally at their fingers' end, and who 
sketch out a much better speech, between an orator's shoul- 
der blades, than he is making in front." But all such efforts 
to bias the judgment of the future historian will fail ; the 
character, capacity and official acts of those who now direct 
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the affairs of state, will be impartially judged by posterity ; 
for party prejudices will soon pass away. Augustus Caesar 
thought fit. for his interest to be bountiful and grateful to 
Yirgil and Horace, but their verses have not saved him from 
those just reproaches which have come down to posterity. 
It is also remarkable how active a part was taken, how 
many offices were held, during the French Revolution, by a 
host of clamorous writers, of vast importance in their day, 
whose influence and notoriety, and those of their patrons, 
were soon buried, without the possibility of resuscitation. 

Our suffering country will, I fondly hope and trust, sur- 
vive the calamities, the errors, the passions and the party 
prejudices of this momentous period. To save it, however, 
will require all the patriotism, religion, self-denial and zeal 
with which our patriotic fathers carried it so successfully 
through the ordeal of the revolutionary period. Heroes, 
sages and statesmen, who knew only their country's good, 
made that period illustrious and memorable. This period of 
trial has established the gratifying fact, that the race has not 
degenerated. Let us then cherish the true men who have 
come forth to prove themselves worthy of being our leaders. 
Let us raise higher the standards of public favor, and stay 
the tide of partizan animosities and greed of gain which 
threatens to overwhelm us in corruption and ruin. There 
are higher and nobler aims than personal aggrandizement 
and the amassing of wealth during this hour of national 
calamity, and it is the duty of the patriot, whether states- 
man, editor or clergyman, to direct the people to them. The 
crisis demands fearlessness in every man whose tongue or 
pen can expose the dangers of those material considerations 
which now so largely engross the attention of official circles, 
and which tend so much to demoralize public sentiment. 
Party rancor should be subdued, and the fate of the slave- 
holding interest, which had sought so long, through partizan 
organizations, to control the government — at last commiting 
political suicide, in its vain attempts at continued domina- 
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tion — should warn all parties, seeking their own material 
advancement at the sacrifice of their country's welfare, that 
a people who can endure the trials of tlie present, will not 
suffer a recurrence of these trials from tlie same cause. By 
rising to higher and nobler aspirations than those which are 
prompted by greed of gain, our public men will find them- 
selves endowed with a larger share of public confidence, and 
the country will be saved from those encroachments upon 
popular liberty and free institutions which are dictated by 
the groveling instincts of personal gain ; for the highest and 
noblest form of human selfishness is tliat which seeks its own 
renown in promoting the best interests of the people, regard- 
less of partizan, sectional, or selfish motives. 

New York, January %th^ 1864. 



WASHINGTON'S OPINION OF PAPER MONEY. 



Genl. Washington wrote to Lund Washington : " West 
Point, August 17, 1779. Sir — Some time ago you ap- 
plied to me to know if you should receive payment of 

Genl. M 's bonds, and of the bond due from the 

deceased Mr. M 's estate to me; and you were, 

after animadverting a little upon the subject, authorized 
to do so. Of course I presume the money has been re- 
ceived. I have since considered the matter in every point 
of view in which my judgment enables me to place it, 
and am resolved to receive no more old debts (such, I mean, 
as were contracted and ought to have been paid before the 
war) at the present nominal value of the money, unless com- 
pelled to do it, or it is the practice of others to do it. Nei- 
ther justice, reason, nor policy requires it. The law, un- 
doubtedly, was well designed. It was intended to 'stamp a 
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value upon, and to give a free circulation to, the paper bills 
of credit; but it never was, nor could have been, intended 
to make a man take a shilling or sixpence in the pound for 
a just debt, which his debtor is well able to pay, and thereby 
involve himself in ruin. I am as willing now as I ever was 
to take paper money for every kind of debt, and at its pre- 
sent depreciated value, for those debts which have been con- 
tracted since the money became so ; but I will not in future 
receive the nominal sum for such old debts as come under 
the above description, except as before specified. 

"The fear of injuring, by any example of mine, the credit 
of our paper currency, if I attempted to discriminate between 
the real and nominal value of paper money, has already sunk 
for me a large sum, if the bonds before mentioned are paid 
off; the advantage taken in doing which no man of honor or 
common honesty can reconcile to his own feelings or con- 
science ; not as respects me, do I mean, but transactions of 
this kind generally. The thing which induces me to men- 
tion the matter to you at present is, the circumstance you 
have related respecting the wages of Roberts, which you 
say, according to his demands, will amount to upwards of 
two thousand pounds, and come to as much, for the service 
of a common miller for one year only, as I shall get for six 

hundred acres of land sold to M in the best of times, 

and the most valuable part of Virginia, that ou^*ht to have 
been paid for before the money began to depreciate ; nay, 
years before the war. This is such a manifest abuse of rea- 
son and justice, that no arguments can reconcile it to common 
sense or common honesty. Instead of appealing to me, who 
have not the means of information or knowledge of common 
usage and practice of matters of this kind in the State, or 
the laws that govern there, I wish you would consult men of 
honor, honesty and firm attachment to the cause, and govern 
yourself by their advice or by their conduct. If it be 
customary with others to receive money in this way — that is, 
sixpence or one shilling in the pound for old debts ; if it is 
thought to be promotive of the great cause we are embarked 



60 

in for individuals to do so, thereby ruining themselves while 
otliers are reaping the benefit of such distress ; if the law 
imposes this, and it is thought right to submit, I will not say 
aught against it, nor oppose another word to it. ISTo man 
has gone, and no man will go, further to serve the public 
than myself. If sacrificing my whole estate would effect any 
valuable purpose, I would not hesitate one moment in doing 
it. - But my submitting in matters of this kind, unless the 
same is done by others, is no more than a drop in tlie bucket. 
In fact, it is not serving the public, but enriching individuals 
and countenancing dishonesty ; for sure I am that no honest 
man would attempt to pay twenty shillings with one, or per- 
haps half of one. In a word, I had rather make a present 
of the bonds than receive payment of them in so shameful 
a way. I am, &c. 



Genl. Washington wrote to President Eeed, August 22, 
17Y9 : " Perhaps I do not understand what they mean by 
using the sponge. If it be to sink the money in the hands 
of the holders of it, and at their loss, it cannot, in my opinion, 
stand justified upon any principles of common policy, com- 
mon sense, or common honesty." 



Genl. Washington wrote to Thomas Jefferson, August 1, 
1Y86 : " Genl. McDougall, who was a brav« soldier and a 
distinguished patriot, is also dead. He belonged to the 
Legislature of his State. The last act of his life was (after 
being carried on purpose to the Senate) to give his voice 
against the emission of a paper currency." 



Gen. Washington wrote to Thomas Stone, February 16, 
1787 : " I contend that it is by the substance, not with the 
shadow, of a thing we are to be benefited. The wisdom of 
man, in my humble opinion, cannot at this time devise a 
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plan by which the credit of paper money would be long sup- 
ported; consequently, depreciation keeps pace with the 
quantity of the emission, and articles for which it is ex- 
changed rise in a greater ratio than the sinking value of 
money. Wherein then is the farmer, the planter, the artizan 
benefited ? The debtor may be, because, as I have observed, 
he gives the shadow in lieu of the substance, and in propor- 
tion to his gain the creditor or the body politic suffers. 
Whether it be a legal tender or not, it will, as has been ob- 
served very truly, leave no alternative. It must be that or 
nothing. An evil equally great is, the door it immediately 
opens for speculation, by which the least designing, and per- 
haps the most valuable part of the community are preyed 
upon by the more knowing and crafty speculators." 
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Mr. GALLATIN'S LETTER. 



New- York, June %th^ 1866. 

Hon. James R. Doolittle, 

United States Senator : 

Dear Sir, — Knowing your solicitude for the welfare 
of our common country, I take the liberty of presenting 
for your consideration a few suggestions, based upon 
the facts and occurrences of every day life, in relation 
to the course of financial affairs. 

I am well aware of the engrossing nature of those 
great questions, having for their object the restoration 
of peace and harmony throughout the districts re- 
cently in rebellion, which now engage the attention of 
all departments of the Government, legislative as well 
as executive ; and it is this knowledge which induces 
me to solicit your attention to the state of our financial 
affairs, fearing that the importance of these latter may 
be overlooked, to some extent, in the closing weeks of 
the present session of Congress. 

In order to make myself clearly understood, I have 
classified my observations under distinct heads, viz. : 

1. The course of our financial and commercial affairs, 
in connection with our own material development, and 
our relations to other nations. 



I 



/ 



Nothing can be more suicidal in the financial affairs 
of the Government than this system of loaning the 
public money to banks, without security or capital, to , 
be loaned out to individuals, thus stimulating private 
credit and withdrawing from the Government, by 
means of its own money, a large portion of the credit 
power of the country. It should be the policy of the 
Government to require security in its own obligations 
for every dollar loaned to a national bank or banker. 
It is enough, surely, that the public money is depo- 
sited free of any charge for its use. It should also be 
the policy of the Government to induce the banks to 
loan all their available funds on public securities, 
rather than private obligations, because the inflation 
of private credits tends inevitably to the reduction of 
the industrial power of the people. This can be done 
by adopting the principle of a fluctuating rate of in- 
terest for loans on Government securities. Let Con- 
gres give, by law, to all banks and individuals the 
right to lend and borrow on Government securities at 
such rate of interest as may be agreed upon between 
the borrower and the lender, and the Government • 
credit will become at once the first and foremost in all 
our centres of trade and finance. This measure, with 
ordinary skill and intelligence in funding, taxing, 
banking, and economy in governing, will give us a re- 
straining power over that malign influence which the 
European laws of a fluctuating rate of interest are 
periodically exerting upon the markets and the pro- 
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refer to the inequality in the amount of issues, propor- 
tionate to capital, authorized by the national banking 
law. There is a sliding scale, by which a bank of large 
capital is permitted to circulate a small per centage of 
its capital, while a bank of small capital is permitted 
to circulate a large per centage of its capital. Hence 
the swarm of small banks rising up all over the coun- 
try, whose capital is nearly all put up as security for 
the circulating notes, leaving the people who deposit 
their money in them wholly unsecured, as was the case 
in the recent failure of a national bank in Washington. 
This is the great defect in the Bank of England, whose 
capital and means are mostly absorbed in the Govern- 
ment debt or circulating notes, so that in every great 
pressure for money, the inadequacy of the capital of 
the bank, available for loans, compels the Government 
to interfere and set aside the law known as "Sir 
Robert Peel's bank act." Our national banking sys- 
tem has a defect of a similar character, only aggra- 
vated by a more extended sphere of action. Hence 
the remedies I have proposed in the foregoing sugges- 
tions; and I may add here, that there should be a 
uniform rule to govern the issues of all the banks, great 
or small, to one-half the amount of the capital. 

4. The funding of those portions of the public debt 
which are now in the form of certificates of indebted- 
ness, deposits with the Assistant Treasurers, compound 
interest notes, and seven-thirty notes, should be encour- 
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aged by the prompt and earnest application of all the 
legislative power of Congress, without any restriction 
upon the Treasury Department as to particular forms, 
terms, or rates of interest. That is to say, the ques- 
tions as to whether a stock shall run ten or fifteen or 
twenty years, or at five or six per cent., are of minor 
importance, compared with the great questions, whether 
the maturing obligations shall be funded in long loans, 
or not funded at all. The duty of the hour is to fund 
those portions of the debt with all possible rapidity 
on the most favorable terms possible ; and hence it 
seems to me that the object of Senate Bill, No. 300 — 
read twice and referred to the Committee on Finance, 
May 2d — would be more readily accomplished by leav- 
ing the rate of interest and the duration of the loan 
discretionary with the Secretary ; for it may be found 
at times that a seven per cent, loan, interest payable 
in currency, will be more marketable than a five per 
cent, loan, interest payable in gold, and vice versa. 
And in the case of House Bill, No. 117 — ^read twice, 
January 8, and referred to the Committee of Ways and 
Means — the restrictions as to the rate of interest and 
duration of the loans should be left discretionary with 
the Treasury Department, for it is impossible in deal- 
ing with great financial questions of this nature, to 
predict, in advance, what should be the financial policy 
of the Government ; and these legal restrictions of a 
particular form of loan and rate of interest amount to 
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predictions, which time and ever changing events may 
falsify thirty days after they become laws. 

My first great object, you will observe, is to fund the 
floating debt and the obligations soon to mature. This 
object is intimately connected with the measures 
which I have suggested relative to banking and the 
notes of the national banks ; these measures being in- 
tended to purify the channels of circulation and restrict 
the use of private credit, so as to give us an approach 
to a sound system of banking, and leave only the four 
hundred millions of "greenbacks" and the three hun- 
dred millions of national bank notes as the currency of 
the whole country. Having reached that point, I 
would then go on funding the " greenbacks," and pre- 
pare for specie payments ; for if the measures I have 
suggested be faithfully carried out, there seems to me 
to be every reason to look for such a restriction of 
private credits, within two or three years, as would 
enable us to contemplate the approach of specie pay- 
ments. I am aware of the opposition which these meas- 
ures will encounter among speculators, gamblers and 
politicians, but I trust that there is a manly statesman- 
ship yet alive in the country which knows how to meet 
and expose such opposition, in all its loathsomeness, to 
an admiring and grateful people. If we are to flounder 
on, in the slough of despond into which paper money 
is dragging us, who can foretell the consequences? 
What resource have we, at this moment, in case of any 
aggression upon our rights by another power ? Grant 
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that we have, in the indomitable patriotism of our 
people, resources equal to any emergency, yet is it 
wise — is it just — to expose such a people, or any 
people, to calamities which it requires only the exer- 
cise of ordinary intelligence to avert ? 

5. ]^ow that amendments to the Constitution are before 
Congress, there is one which I trust will be adopted 
and ratified by much more than the requisite majority 
of States. I refer to a constitutional prohibition of 
the assumption, at any future time, by the General 
Government or any State Government, of any debt or 
obligation contracted by the late rebel authorities in 
their unholy .war against the Union. This seems to me 
to be only a wise measure of self-defence against the 
recurrence of similar rebellions; and I would advise 
that the provision be made to apply to future as well 
as past debts, incurred for such a purpose. There is 
no necessity for urging, in support of this suggestion, 
the numerous arguments that might be drawn from 
the character of the rebel debt, the recklessness with 
which it was augmented, and the consequences that 
would flow from the addition of it to our present debt. 
It is enough that right, justice and truth demand that 
it should never be recognised by the loyal people of 
these States, or of any State. 

Much public gratitude is due to you for the noble 
stand that you have taken in support of the recon- 
struction policy of the President. No statesman in 
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American history will occupy a loftier pedestal than 
Andrew Johnson. It is because he stands immovable 
in his sentiments that so much obloquy has been 
heaped upon him by those who differ from him, and 
whom he holds in restraint. Had he yielded, he might 
have escaped the calumnies incessantly poured forth 
against him ; but he feels that his course is right, and 
that in the end his idea^ must triumph. I do not im- 
pugn the motives of those who honestly and from pure 
patriotism differ from the President on this momentous 
qaestion—- many of whom are my best friends — but I 
sincerely believe that the day is not far distant when 
they will recognise his measures as the wisest that 
could possibly be adopted, having in view the perma- 
nent re-establishment of harmony throughout the land, 
which no inducement on earth would ever cause the 
country to revoke. 

You will pardon me for the freedom with which I 
have expressed myself. I have been governed in these 
suggestions by no other motive than to benefit our 
common country ; and in thus freely communicating 
the results of a long experience, my whole object is to 
promote the happiness, the welfare and security of my 
fellow-citizens. 

I remain, dear sir, 

Very respectfully, 

Your ob't servant, 

James Gallatin. 



APPENDIX. 



The letter, from which the following is an extract, 
was addressed to the Consul-General of France in 
March, 1865, and is now published for the first time: 

To Monsieur Le Baron Gauldree Boilleau, 

Consul- General of France^ &c. 

New-York, 27th March, 1865. 

Monsieur Lb Baron: 

I have the honor to submit to you the following ob- 
servations upon currency, banking systems, and the 
course of financial affairs in this country, prepared at 
the request of Mr. Louis Borg, Chancellor of the 
French Consulate, for the purpose of being communi- 
cated to your Government. * * * * The financial 
system of the United States Government, established 
by the present Constitution, was the result of great 
practical experience of the use of every form of cur- 
rency and circulating medium. It provides for a gold 
and silver currency, or standard of value, to be made 
and issued by the General Government for all the 

2 
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States, prohibiting to the States the exercise of any 
right to make any thing else the standard of value 
or legal " tender." * * * * Although the United 
States Congress exercised the right to establish banks 
to regulate the circulating naedium, and aid in trans- 
acting the fiscal business of the National Government, 
no attempt was ever made, until soon after the break- 
ing out of the existing rebellion, to make any thing 
but gold and silver coin the standard of value or legal 
tender. * * * * 

The Financial System of the State of New- York. — Al- 
though the General Government is given the exclusive 
right of determining the standard of value, the right 
remains with the individual States to establish banking 
and other companies. In the State of New- York, for 
many years, banks were instituted by the granting of 
charters to persons in favor with whatever party at the 
time had the controlling voice in the State Govern- 
ment. Hence arose great abuses, to remedy which, so 
far as redemption of notes was concerned, there was 
instituted the "safety fund system," being a kind of 
mutual insurance, each bank paying a certain per 
centage into a common fund, to protect the public from 
loss by the failure of any one bank to pay its notes. 
This safety fund system, although sound in theory, was 
imperfectly administered. And the next resort for 
public security against the bankruptcy of ftioneyed 
corporations in the State of New- York was to a system 
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of pledging real estate as a guarantee for the payment 
of the debts of the banks. But nearly all the banks 
organized under the real estate security system broke 
down, in a great many cases, through the fraudulent 
value put upon the real estate pledged. The next and 
last system tried in this State was the exacting of de- 
posit of State and United States Government securi- 
ties at the Bank Department, at the capital of the State, 
for the redemption of the circulating notes of the 
banks. This is called the " Free Banking Law," which 
has been imitated by the United States Government in 
the establishment of National banks throughout all the 
States. * * * * The great defect of the "Free Bank- 
ing System" of this State has been its tendency to 
over-issue, no reserve of coin being required, so that 
a great panic might be produced at any time by the 
excessive volume of the notes put into circulation by 
the banks. 

The New- York City banks, being more intimately 
connected with the foreign trade, have done most of 
their business as deposit and discount banks, these 
deposits taking the place of circulating notes, or being 
the same as circulating notes, in performing the func- 
tions of money. These city banks were constantly 
exposed to disaster by the issues of the country banks 
established under the "Free Banking System," and on 
one occasion the city banks, to arrest a panic, were 
compelled to take up the notes of the country banks 
and hold them as a loan. 
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This new banking Bystem, or "free banking law," 
as now instituted by the United States Government, 
requires each "National Bank" to hold twenty-five 
percent, of its liabilities in "lawful money." * ** * * 

The mode in which the volumes of currencies or 
the systems of banking and currency are now re- 
gulated in America and Europe. — These present re- 
markable contrasts, and it is advisable to investigate 
these contrasts thoroughly if one would understand 
the comparative utility of any particular system. 
Here, for example, where usury laws compel a uniform 
rate of interest, a man who wants money in any great 
emergency, cannot get it from a bank at any price, 
because a fixed rate of interest compels the bank to 
stop discounting, at every excessive demand for money. 
In France and England, on the contrary, the fluctua- 
ting rate of interest permits the banks to go on sup- 
plying money at some price to those who need it most, 
and who can afford to pay most for it, thus preventing 
a panic. ***** The necessity of the exercise 
of governmental authority in determining a measure 
of value is acknowledged by all men. ***** it 
is obvious, however, that if it be requisite to confer 
upon Government the power to determine a measure 
of value, nothing should be permitted to destroy that 
power. 

Now, in the case of a circulating medium, made of 
paper, it is established by all experience that its ten- 
dency is to over-issue, or to the destruction of the 
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measure of value in real money, which it expels from 
the country. In France as well as England the gov- 
ernment has sought to control the paper circulation 
through one circulating bank. ******* 
Every principle of economical science goes to prove 
that in fixing a standard of value, there is an absolute 
necessity for one source of issue, or one general sys- 
tem of issues, or for one regulating power in the issues, 
governed by fixed principles, precisely as in determin- 
ing standards of weight or measures of capacity. The 
source of issue, whether the mint or a bank, must of 
necessity be in harmony with the Government of a 
country. Here in New- York, at the breaking out of 
the existing rebellion, the very existence of the Gov- 
ernment hung upon the mere chance of being able to 
unite all the banks in support of the national life. We 
had no controlling system in harmony with the Gov- 
ernment, which had separated itself from the banks 
and confined itself wholly to the making and use of 
coined money. But the moment the banks of New- 
York united to support the national existence, those 
of other cities joined them, and thus unity of action 
was secured and a substitute provided for a controlling 
fiscal institution, like the Bank of France or the Bank 
of England. ************ 

In conclusion, permit me to say, that I consider the 
application of the principle of a fluctuating rate of 
interest to be a most fortunate occurrence for the peo- 
ple of any country. That principle is one of the 
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greatest economical discoveries of modern times ; and 
we have yet to witness the practical introduction of 
any thing superior to it for securing to a nation the 
greatest possible uniformity in the progress of its 
material prosperity.* 

James Gallatin. 



* The national banking system, as originally proposed by Mr. Chase, has 
been very much changed, if not wholly remodelled, and some of the defects 
which he introduced yet remain to be remedied. As far as bank notes are 
concerned, it is based on the credit of the nation, and may be said to be as un- 
questionable as the credit of the nation to that extent. But their entire cap- 
ital, particularly those of small capital, is usually invested in national securi- 
tiep, these being deposited with the Government for the redemption of the 
circulating notes — thus making the holders of the notes preferred creditors, 
leaving the depositors without as much security as was affordod under the old 
and sadly mismanaged systems which prevailed in many of the States before the 
rebellion. Hence there is, it will readily be observed, a great danger of the 
abuse of private credit through inadequate security, as to capital, under the 
new system, notwithstanding the reserve which the law requires. No bank 
should be permitted to be established with a less capital than |500,000, in the 
large cities, and in no case should a bank issue more than fifty per cent of its 
capital in notes, nor be permitted to discount to a greater extent than twice 
and a half of its capital, including therein its surplus. J. G. 
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